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ABSTRACT 

This document presents witnesses' testimonies from a 
Congressional hearing called to examine the health care access 
problems of the large number of Americans without health insurance 
and those suffering from underinsurance or inadequate coverage of 
primary acute or long-term care. Opening statements are included from 
Representatives Edward Roybal , Matthew Rinaldo, Ralph Regula, Don 
Honker, Marilyn Lloyd, Olympia Snowe, and Helen Bentley. The text of 
the "USHealth" Program Act: An American Healthplan (H.R. 5070), 
Representative Roybal ' s bill to contain health care costs, maintain 
quality, and ensure access for all Americans is included. Witnesses 
providing testimony include: (1) a mother of a brain-injured child; 
(2) Albert Sabin, developer of the Sabin polio vaccine; (3) Mary 
Hatwood Futreli, president. National Education Association; (4) 
Arthur Flemming, chair. Citizens' Commission on Civil Rights; (5) 
Robert Helms, Assistant Secretary for Planning and Evaluation, 
Department of Health and Hximan Services; and (6) Uwe Reinhardt, 
professor of political economy, Princeton University. Prepared 
statements are included from Douglas Fraser, chairman. Health 
Security Action Council; T^arbara Rohan, president, Re-Hab Associates, 
Inc. & Sports Medicine Center; .Joyce Romero, secretary, Kansas 
Department on Aging; and Cancer Care, Inc. (NB) 
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THE CATASTROPHE OF UNINSURED AND UN- 
DERINSURED AMERICANS: IN SEARCH OF A 
U.S. HEALTH PLAN 



FRIDAY, SEPTEMBER 12, 1986 

House of Representatives, 
Select Committee on Aging, 

Washington, DC. 

orTo ® pursuant to notice, at 10:05 a.m in room 

2S18, Raybm-n House Office Building, Hon. Edward R. RoybS 
(Chairman of the committee) presiding. 

Re^^SSfoSBeStle^rSe^^rr '^>"'"'' 

Staff present: Fernando Torres-Gil, staff director; Judith Lee, ex- 
ecutive assistant; Gary Christopherson, director of health legisla- 
tion; Nancy Smith, professional staff member; Christinia Mendoza, 
professional staff member,- Austin Hogan, director of communica- 
T «t5ff«^fi«<^t; Mary Wunderlich, cominunl 

cations assistant; Donna Carroll, intern; Eric Anderson, Intern; and 
Joe 1? redencks, deputy minority staff director. 

OPENING STATEMENT OF CHAIRMAN EDWARD R. ROYBAL 
The Chairman. The committee will come to order. 
fV,o K fT^Tr"^ would agree that the United States has among 
the best health care in the world, but only for those who have fi- 
nancial access to it— in other words, who have a lot of money. Then 
you can be sure that your health will be protected. 

Today s hearing however, will focus on two critical access prob- 
lems, ^irst IS the large number of Americans without health insur- 
ance. Studies indicate that over 31 million people are uninsured. 
Without insurance protection, health providers are growing more 
reluctant to provide needed care. 

The second access problem is underinsurance, inadequate cover- 
Hutw f^™^'^ acute or long-term care. Young families are more 
onT'"^?^ employers providing only minimal cover- 
age. Over 200 million Americans lack long-term care protection, 
Funess °^ ' financial disaster if hit by a catastrophic 

I am deeply saddened by the personal tragedies I have witnessed 
due to lack of access to health care. It is unacceptable that the per- 
sonal catastrophe of an illness can be accompanied by a second ca- 
tastrophe, a financial disaster striking young and old alike. Clearly 
a broad-based problem exists, and only a broad-based solution will 
provide protection which Americans so desperately need. 

(1) 



For that reason I have introduced H.R. 5070, the U.S. Health 
Act, a comprehensive health care plan guaranteeing access to the 
full specVirum of necessary health care. U.S. health will dismantle 
existing barriers to health care, slow the current health care cost 
spiral, and improve health care quality as well. 

Given the forces of change and the current unequal access, now 
IS the time to commit to protecting the uninsured and the underin- 
sured. However, policymakers will not solve the problem unless 
and until Americans of all ages demand that it be done. When 
public policymakers believe that elections will be won or lost on 
this issue, this catastrophic problem of 31 million uninsured and 
200 million underinsured Americans will be solved. 

Today the Aging Committee will examine the problems of Ameri- 
ca s uninsured and underinsured and launch its search for a U.S. 
health plan to solve this tragic problem. 

[The prepared statement, with attachments, of Chairman Roybal 
follows:] 
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PREPARED STATEMENT OF CHAIRMAN EDWARD R. ROYBAL 

Most Americans would agree that the United States has among the best ~ if not the 
best .- health care in the world. That is, the best health care for those who ^ 
tortunate enough to have access to it. Tragically, many Americans do not have adequate 
access to quality heulth care. 

Toda> •. hearing focuses on two critical access deficiencies. First is the large and 
growing number of Americans without any health insurance coverage. Recent studies 
indicate that over 31 million people are uninsured. Without the protection of insurance 
coverage, hospitals and other health care providers are growing mare and more reluctant 
to provide needed care. 

^ The second great deficiency is one of underinsurance, inadequate coverage far 
primary, acute, and long term care. Young families are mare and more likely to be 
working for employers who provide only minimal coverage. Over -200 million Americans 
are without long term care protection - be it public or private - and are at major risk 
ot financial disaster when hit by a catastrophic, chronic illness. 

1 am deeply saddened by the personal I-ragedies 1 have witnessed due to o lack of 
access to needed health care. It is unacceptable that the personal catastrophe of an 
Illness can be accompanied by a second catastrophe a financial disaster striking young 
ana old alike. a/ a 

♦k t ^road-based problem exists and only a broad-based solution will provide 

tne tull health protection which Americans so desperately require. Fortunately, there is 
no shortage of options for dealing with this tragic problem. 

In choosing among the many available options or in packaging o more 
comprehensive solution, certoin criteria should be applied: 

• Are the uninsured fully insured? 

• Are the underinsured insured for basic health costs? 

• Are the underinsured insured for catastrophic acute care costs? 

• Are the underinsured insured for catastrophic long term care costs? 

• Is the quality of health care assured? 

• Are costs affordable for individuals, government and employers? 

By applying these criteria to all proposals, the American people and policymakers can 
judge the adequacy and merits of each one. 

As we consider different options. It is important to keep in mind that all funding 
comes from the same source, the American people. How much Americans pay depends 
heavily on their health stotus and inst ranee coverage and, unfortunately, much less on 
their ability to pay. The challenge is to create an insurance system which ensures equal 
access even far those Americans with limited ability to pay for needed health care. 




Uncertainty may exist about the extent of public support for active gov=.nment 
leadership. However, the public, fostered by the growing personal experience with 
inadequate health care coverage, is making increasing demands that gaverment address 
this crisis. 

The federal government, in conjunction with States and the private sector, has the 
responsibility and must make the commitment to act as the steward of the nation's 
health care delivery system and the protector of the nation's health. 

As has been demonstrated by the Medicare program, government can take an active 
role in ensuring access to millions of Americans while working closely with the private 
sector. Outside of the United States, Canada has also demonstrated that government can 
take the leadership rale in assuring healthcare accessibility and affordability. So too the 
American government can take the lead in and should shoulder the responsibility for 
ensuring equity of access for all Americans. Equal access is far too important o matter 
to be left to chance, to whim or to "market forces." 
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Given the forces of change and the current inequities of access, now is the time to 
make the commitment to protect the Lminsured and under insured. The risk to the 
uninsured and under insured is great and grows every day. High and rapidly rising health 
costs are hitting Americans of all ages. If costs are not controlled, health costs for 
everyone — individuals, employers, government — will outdistance our ability to pay for 
needed health care. We no longer can afford not to act. 

However, public and private sector policymakers will not solve the problem unless 
and until Americans of all ages demand that it be done. When public policymakers 
believe thct elections will be wan or lost on this issue, then and only then will this 
catastrophic problem of aver 31 million uninsured and over 200 million underinsured 
Americans be solved. 



As a young Congressman in the 1960s, I was deeply heartened when two major 
federal initiatives. Medicare and Medicaid, were enacted to improve access to health 
care. And while these two programs have done much ta help America's elderly and poor 
over the past twenty years, much more remains ta be accomplished. On this, the 
twentieth and bittersweet anniversary of the beginning of Medicare and Medicaid, 
Americans must rededicate themselves ta the principle af equal access to quality and 
affordable health care for all Americans, regardless af age or income. 

Today the Aging Committee will examine the problem af America's uninsured and 
underinsured and launch its search far a U.S. health plan ta solve this tragic problem. 



8 



until Americans of all ages demand that it be done. When public policymakers 
eve that elections will be won or lost on this issue, then and only then will this 
istror,hic problem of over 31 million uninsured and over 200 million underlnsured 
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iS^imLd HMn^*^2* ° ""JP^'Sn to encouroge beneficiories to enroll in 

quohfied HMOs, Ennployers ore encouroged to encouroge their employees to enroll in HMOs. 

af>«J Stote Cost Coof i.iment Programs 

cost colltnl^n^'^l t^^°''^ l?"^?'.^^^.^'''^':""'. °" ^ervices ond potients. The 

COST conToinment provisions toke effect m 1992 ond include the following: 

" iTn fh^ hospital core is pold on the basis of Medicore^s prospective poyment system 
^In^ 1 P'ognostic Reloted Groupings and odjusted for populotion differences (for 
exomple, bosed on o seventy index). Future povment increases ore limited to 
mcreoses in per copjto Gross Notionol Product. 

Physicion, nursing home, home heolth, hospice, ond oncillory services (including 
cnn'.f.u^l-'*" > P^'d the bosis of o prospectively set, fixed fee developed in 
consultotion with heolth core providers and odjusted for differences in potient 

KnJ' *7 i^^^i """^ TC^ """^"'^ P^y"^^"^ increases ore limited to 

increoses tn per copito Gross Notionol Product. 

' O^aonli'^fol!' ^"^""^"I ^r^tf."^ poyments to quolified Heolth Mointenonce 
Orgon»zotions and poyments in Stotes with on opproved stote-sponsored cost 
contoinment progrom. Future poyment increoses for Health Mointenonce 
Orgomzot.ons and s ote-sponsored cost contoinment progroms ore olso limited in 
ertect to increases In per copito Gross Notionol Product 

" avniT ha*'* *° UK "^"^ *° °^J"'^f^ °' necessory to ensure reosonoble 
avoilob Iity of heolth core services in rurol oreos, centrol city oreos ond for other 
speciol need" oreos or populotions. 

- Utiljzotion review of all heolth ond long term core services is conducted by th- Peer 
neview Orgonizotions. 

olterno\i!e?nvm ^° '''^^I system ana to implement their own 

melt or exr^pH^K P'^'^^J^ ^° quohfy for the exemption, the stote progrom n.ust 

Qud ity eauni tn „ torgets entoiled in this bi. end molntoin occeis and 

System mu.t h° ' levels resul ing from this bill. The olternotive poyment 

State^yTtel "^""^"^^^^ ^^^'^^^ly treot oil types of providers covered under the 

For eoch Stote wishing to develop occeptoble olternotive poyment oroaroms the M^rn\ 
millir ThosL^sl'r ° ^-^'^P--* ^ront totoling b^^^sf Son o S $3^ 

s7l°j;(o\^o-^;°^ 

?M:io';t^^:n:c'o^^j::^! ^^ote funist:'ni:;:d'r^Sfch 

Catastrophic Protection ond Beneficiary Cost Sharing. 

coinsurrcyosJL^ow^^^ °' cotostrophic illness but ore required to poy 




^ woived ^nr'^^n^M. 't°'' T^^^.^'^^^.Vy ° Trust Fund. The obove coinsuronce provision 

whose heo ?^ InrT k" individuols 

Trnon coDovm^n ' '"S""' '♦k""'^ *° '^f"^ P^^"*/ '^vel. However, g 

heol th core ^ ^ °' '"'^ °' not prevent occess to needed 



SECTION II; IhSURANCE SYSTHm 

A, USHEALTH PROGRAM. 

The following reforms toke effect in 1992. 
Administrotioru 

(currentirJlrt""' UK ''-^^'"V? federpi governrnenfs USHeolJh Administrotion 

nn/rnt« Finoncing Administrotion) which is both on off-budget and 

operotes os on independent ogency. "wuyc. wmu 

USHeo:th is overseen by the USHealth Board. The Heolth Board hos resoonsibilitv for 
?K ^ M?u '° ^"^j"* *° °' subsequent chXsh t"e °aw estobHshino 

KM^^UK^i**" Administrotor of the USHealth AdminTstrotion repots to t^^^^^ 

^♦"M°'l^"f°"*'^°°'**• W'**^'" USHeolth Administrotion, on OmbudS^on of^^^ 
estobhshed to represent beneficlory interests and help resolve beneSrproblems The 

of r'si^o " PresiXS t h the^consent 



Index is bosed on o 3-yeor moving overoge of increoses in per copito Gross Notionol Product. 
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• C. PRIVATC INSURANCE: 

The only pnvote jnsuronce which remains would be for benefits beyond those provided In 
USHeolth. Any costs would not quolify for o tox deduction either for employers or for 
individuots. 

Insuronce componies ore permitted ond encouroged to perform intermediory ond corrier 
functions under controct to the USHeolth Trust Fund. 



SECTION III; DELIVERY SYSTEM 

As described obove, Heolth Moinfenonce OrgonizotJons (HMOs) ond similor delivery 
systems ore to become the primory vehicle for delivering heolth ond continuing core services 
in the long term. This is not to limit future delivery systems to the current definition of 
HMOs OS long os olternotive delivery systems ore Inltiolly ond continuously quolified by the 
USHeolth Administrotion, provide the full range of benefits, ond perform os effectively In 
terms of quolity, occess, cost to the consumer, cost to the respective third porty poyer, ond 
covered services. 

Campaign to Promote HMOs 

The federol government is to conduct o notionol medio compoign to encouroge the 
development of ond enrollment in HMOs. 

Finonciol Incentives for HMOs 

This bill improves the HMOs' finonciol position relotlve to other delivery opproaches by 
roising the poyment rote to 1 00 percent of the Averoge Areo Per Copito rote by 1992. 

SECTION IV; QUALITY ASSURANCE SYSTEM; 

The current Medicore quolity ossuronce (QA) system of Peer Review Organizotlons) Is 
upgraded to cover oil medicol services (Inpotlent ond outpotlent) for oil potlents and ol I 
providers ond to ploce os much emphosis on quolity ossuronce os on cost contolnment. Most 
provisions ore to be phosed In os of Jonuory I, 1991. A Stotehos the option to obtoln o wolver 
from^ this requirement If It estobllshes Its own plon of quolity ossuronce and os long os It 
provides ot least the some level of protection os the omended federol plon. 

Increased Emphasis on Quality Assurance: 

^ This bill requires DHHS ond, subsequently, the USHeolth Administrotion \o oword, 
administer, ond evoluote Its PRO controcts under the stipulotlon thot ot leost one-holf of the 
pros' level of effort Is for the purpose of quality ossuronce os of Jonuory I, 1991. 

Extension to All Potlents avi Payers; 

This bill requires the DHHS ond, subsequently, the USHeolth Administrotion ond Its 
controct PROs to conduct quolity ossuronce for oil potlents. 

Extension to All Medicol Services; 

This bill requires the DHHS, ond, subsequently, the USHeolth Administrotion ond its 
controct PROs to conduct quolity ossuronce octlvltles on oil medicol providers Including 
hospltols, physician offices, nursing homes, home heolth ogencles, ond hospices. The level of 
PRO effort expended on eoch type of provider Is In proportion to the notionol heolth core 
expenditures for this type of provider. SImllorly, membership on PRO boards reflects the 
range of heolth core providers reviewed by the PRO. 

Hospltol Discharge Planning; 

This bill sets guidelines for dischorge plonning to protect ogolnst Inopproprlote dischorges 
ond to ensure a smooth ond timely tronsltlon to post-hospltol core. It olso requires thot 
hospitols hove In place o discharge plonning pr-'-^ss t:>at begins os close to the time of hospital 
admission os opproprlote and that olerts nursing home ond home heolth providers of o potient's 
ontlclpoted need for post-hospltol core ot the eorllest possible time. 

Quality Assurcnce "Hot-lir>e": 

This bill requires PROs to hove o 7-doy-o-week hot^llne for receiving questions ond 
complolnts from health core providers, consumers, ond Interested portles concerning heolth 
core quolity problems. PROs ore required to osslst In the resolution of ony legltlmote quolity 
reloted problems. The USHeolth Administrotion, In coordlnotion with eoch PRO, sholl provide 
beneficiaries with the hot-line number for their PRO in o woy that con be eoslly ottpched to 
their USHeolth cords. 

Local Consumer Advisory Board: 

This bill requires eoch PRO to hove o Consumer Advisory Board (CAB) by Ociober I, 
I 986 which conducts ongoing oversight of the PROs, provides Input Into the jword ond 
evoluotlon of PRO contracts, ond con receive Input from Medicore beneflclorles and other 
Interested portles. The CAB and the PRO ore responsible for educoting consumers on quolity 
ossuronce and on the avoiloblllty of osslstonce from the PRO ond other ogencles. The PRO 
mokes ovolloble to the CAB such Informotlon ond stof f os ore necessory to corry out the CAB 
function, but not review Informotlon on either indlviduol heolth core providers or consumers. 

The CAB Is required to prepore on onnuol report on the PRO*s performance ond submit 
thot report to the respective Governor(s), to the notionol Council on Quolity Assuronce, ond to 
DHHS ond, subsequently, the USHeolth Administrotion. CAB input Is to be utilized In 
decisions to oword PRO controcts. 
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The CAB consists of S-7 volunteer members oppointed by the respective Governor of the 
Stote covered by the PRO and representing orgonlzotions of the elderly, the disobled, the poor 
and other consumers. 

National Council on Quality Assur<nce: 

This bill requires the estobllshment of o notlonol Council on Ouollty Assuronce (COA). 
The Council's function is to provide oversight on the operotlons of the quolity ossuronce 
system <nd moke recommendotions to DHHS ond, subsequently, the USHeolth Admjnistrotion, 
and to the Congress for its improvemtnt. Its oversight function includes the review of the 
administration of quolity ossuronce, the overoll performance of the PROs tfid wC:vered stote 
plan:, reports of the Consumer Advisory Boords, quolity ossuronce studies ond meihodologlps 
developed by DHHS, the USHeolth Admlnlstrotlon ond others, the doto needs of the PROs ond 
input from Interested porties. 

DHHS and, subsequently, the USHeoMh Admlnlstrotlon ore required to provide such 
Informotlon OS Is needed by COA to corry out its responsibilities. Bosed upon these reviews, 
the Council Is to moke racommendotlons onnuolly for Improving quolity ossuronce to DHHS 
and, suljseaoently, the USHeolth Admlnlstrotlon, ond to the Congress. DHHS ond, 
Subsequently, the USHealth Administrotion ore required to take Into occount COA input In its 
admlnlstrotlon of th<5 PRO progrom. 

The Congresslonol Office of Technology Assessment (OTA) will provide for the 
oppolntment of the fifteen member Council consisting of equol numbers of heolth core 
providers, heolth core consumers, ond experts In quolity ossuronce. Subject to the review by 
OTA, the Council moy employ stoff os necessory to corry out these functions. 

Studies (nd Reports: 

The USHeolth Admlnlstrotlon sholl prepore on onnuol report which ossesses the 
performonce of the quolity ossuronce system ond oddresses the recommendotions of the CQA 
ond the concerns and recommendotions of the CABs. DHHS ond, subsequently, the USHeolth 
Admlnlstrotlon sholl onolyze the Impoct which the federol cost contolnment System, 
llmitotlons on heolth core provider poyments, and Heolth Mointenonce Orgonizotlons have hod 
on health core quolity, occess ond beneficiory cost ond submit on onnuol report tc Congress. 
The USHeolth Admlnlstrotlon shall conduct studies on ond diivelop Improved methodologies for 
quolity ossessment ond ossuraice for heolth core services Including hospltol, ph/sldon, nursing 
home, home heolth services, ond hospice services. The USHeolth Admlnlstrotlon shall submit 
on onnuol report to Congress on the progress toword developlnj such methodologies. 

Financing: 

As compored to current low and odjusted for inflotlon, the funding level for the PRO 
&'^mo'? ino-eascd by SO percent in FY 1992 (first yeor of Implementotlon), by 6S percen. In 
FY 1993, ond by 7S percent In FY I99A ond in subsequent yeors. The funding for the CQA ond 
the PROs progrom will be mode from the Trust Fund. For those Stotes vith their own 
federol ly quoIifieJ quolity ossuronce plons, the USHeclth Administrotion is outhoi lzed to moke 
ovoiloble funds up to the omount thot would have gone to the respective PRO os outhorized 
obove. 

SECTION V: F INANaNG OF 1>r \ Kt^FAi tM ppnrp^ 

Much of the long term cost of expanding occess ond reducing costs tor oil beneflciorles 
comes from reducmg heolth core cost Inflotlon for oil payers and oil heolth core providers. 

- Heolth nore cost sovings ore expanded by holding cost increoses down to pei copito 
growth ir: GNP. *^ 

- Beneficiary cost-sharing opplles to oil services (but is limited by the cotos'- nhic 
provisions). ^ 

In order to finoncs the USHealth progrom ond to provide on orderly transition from the 
current system of fmoncing heolth core, USHeolth Is financed through the followlnn revenue 
sources: y vc c 

- A premium opproximotlng '.he cost of the "Medlcore Port B premium poyment" Is 
chorged to people over the oge of 6S. This premium moy be wolved for «lderly with 
incomes under the poverty level. 

- Employers poy o tox bosed on o percentage of employee compensotlon. The basis for 
setting that percentage Is the aggregate amount which employers ore pcyjnq under th* 
current system for employee and retiree health benefits in 1990. 

- The cigorette excise tax Is raised by \e$ end indexed to per copito GM'. 
The "Medicore payroll tax" is exponded to cover oil inccme levels. 



r--^ , t,^t^,^,.»„, ,^ vjiuic i*er copiio income / iNQTionoi per copito tncom 

- An eormorked surcharge on oil corporate and personal Income toxes Is mode which 
equals the amount necessary to maintain the solvency of the USHeolth Trust Fund 
^Financing formula: Total USHeolth expenditures minus cost cost sharing minus co 
sovings mmus Stote shore minus cigorette odd-on minus the "Medlcore payroll tox" 
minus the employer tox minus other revenue oddltlons « Net revenue required from 
on A% surcharge on federal corparote ond Indlviduol Income tox.) 

- Revenues ore placed in the USHealth Trust Fund which Is off-budget. 

- Within 6 yeors, the Trust Fund should have cn oppropriote reserve for contingencies. 
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For more Informotlon oo the "USHeolth" pirogrom Act, caitoct the House Select Committee 
on Aging (202-22^-3375), Roooi 712, Annex 1, Washington, D.C. 20515. 



lu niuKe recommenooTions to unn> ond, Subsequent!/, the USHeolth Admlnistrotioo, 
e Congress for its improvement. Its oversight functfon includes the review of the 
'otioo of quolity assuronce, the overoll performance of the PROs end wcivered stote 
>orts of the Consumer Advisory Boords, quolity osstironce studies ond methodologies 
i by DHHS, the USHeolth Administrotion ond others, the doto needs of the PROs ond 
m interested porties. 

is and, subsequently, the USHeolth Administrotion ore required to pravi<je such 
ion OS is needed by COA to corry out its responsibilities. Bosed upon these reviews, 
cil is to moke r scorn mendot ions onnuolly for improving quolity osscronce to DHHS 
equenlly, the USHeolth Administrotion, ond to the Congress. DHHS ond, 
itly, the USHeolth Administrotion ore required to loke into occount COA input in its 
otion of the PRO progrom. 

Congressionol Office of Technology Assessment (OTA) will provide for the 
ent of the fifteen member Council consisting of equol numbers of heolth core 
, heolth core consumers, ond experts Jn quolity ossuronce. Subject to the review by 

Council moy employ stoff as necessory to corry out these functions. 

rvl Reports: 

USHeolth Administrotion 5holl prepore on onnuol report which ossesses the 
nee of the quolity ossurnnce system ond oddresses the recommendotions of the CQA 
oncerns and recommendotions of the CABs. DHHS ond, subsequently, the USHeolth 
rotion sholl onolyze the impoct which the federol cost contoinment system, 
IS on heolth core provider poyments, ond Heolth Mointenonce Orgonizotions hove hod 

core quolity, occess ond beneficiory cost ond submit on onnuol report tc Congress. 
Jolth Administroticn shall conduct studies on ond dijvelop improved methodologies for 
cessment ond ossuronce for heolth core services including hospitol, ph/sicion, nursing 
me heolth services, ond hospice services. The USHeolth Administrotion shall submit 

report to Congress on the progress toword developinj such methodologies. 

:ompored to current low and odjusted for inf lotion, the funding level for the PRO 
IS Increased by SO percent in FY 1992 (first yeor of implementation), b/ 6S percen. in 
ond by 7S percent in FY I99A ond in subsequent yeors. The funding for the CQA ond 
. progrom will be mode from the Trust Fund. For those States with their own 
quolifieJ quolity ossuronce plons, the USHecIth Administrotion is outhorized to moke 
funds up to the omount that would have gone to the respective PRO os outhorized 
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ch of the long term cost of expanding occess ond reducing costs lor oil beneficiories 
om reducmg heolth core cost inflotion for oil payers and oil heolth core providers. 

Heolth nore cost sovings ore expanded by holding cost increoses down to pei cooito 
jrowth ir: GNP. *^ 

Jeneficiory cost-sharing opplies to oti services (but is limited by the cotos' ahic 

>rovisions). h"!" 

•rder to finonca the USHeolth progrom and to "provide on orderly tronsitlon from the 
ystem of finoncmg heolth core, USHeolth is finonced through the following revenue 



V premium opproximoting the cost of the "Medicore port B premium poyment" is 
Jhorged to people over the oge of 6S. This premium moy be woived for alderly with 
ncomes under the poverty level. 

:mployers poy o tox bosed on o percentoge of employee compensotion. The basis for 
etting thot percentoge is the oggregote amount which employers ore pcyinq under th* 
:urren« system for employee ond retiree heolth benefits in 1990. 
he cigorette excise tox is roised by 1 6$ and indexed to per copito GM^, 
he "Medicore payroll tax" is exponded to cover oil income levels. 



r I J i. wiwi^|*ci '-wpiiu iiik.uiMc f i>iuiiunui pci cupiTo income 

Vn eormorked surchorge on corporote and personal income taxes is mode which 
iquols the omount necessory to mointoin the so'.vency of the USHeolth Trust Fund. 
Finoncmg formulo: Totol USHeolth expenditures minus cost cost sharing minus cosi 
Qvings minus Stote shore minus cigorette odd-on minus the "Medicore payroll tox" 
ninus the employer tox minus other revenue additions a Net revenue required from 
in X% surchorge on federol corporote and individuol income tox.) 
Revenues ore placed Jn the USHeolth Trust Kund which is off-budget. 
/ithin 5 yeors, the Trust Fund should have cn oppropriote reserve for contingencies. 



informoilon oo the "USHeolth" P>rogrGni Act, caitoct the Hoose Select Committee 
(202-226-3375), Room 712, Annex I, Washington, D.C. 20515. 
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A more ambitious ond comprehensi-e federal public insurance ootion mlaht 
protect a lAmer cans (including the fully insured, the uninsured ano' the undeHns^^^ed) 
cover health and long term care, shield Americans from catastrophic acute and^b^^^^^ 
care expenses, upgrade the quality assurance system and contain totarheaUh car^ 
S-eai?h>r^?ar'"'^"'^^ ^^^^^^^'^ Chairmcn.propose" 

,5"^°"'° Ass^^inq tfw. npf;»». As we consider the available options it is 

Znl hIw^^^k'I^'"? °" '"^"^'"9 ^he same source, the Am; r con 

i,„„!"„^*^°°^'"9 oP^'«>"5 for ensuring equal access for all Americans or in 

packaging a more comprehensive solution, .certain criteria should be appliedT 

• Are the uninsured fully Insured? 

• Are the underinsured insured for basic health costs? 

• Are the underinsured insured for catastrophic acute care costs'^ 

• Are the underinsured insured for catastrophic long term care costs? 

• Is the quality of neolth care assured? 

• Are costs affordable for individuals, government and employers? 

By applying theses criteria, the Americon people and policymakers can iudqe the 
adequacy and merits of each health insurance proposal offered. ^ ^ ^ 

. . Commitment to Insuring th e Uniraured ond Underinsured . Uncertainty mov eyisl 
extent of public support for ac tive government lea dership H^Tv^r thl 

coviraoe fJ''^- ?'°^'"9 P^"°"°' ^^P^rience with incdequote S 'co^e 

coverage, is making increasing demands that goverment address this crisis. 

rp.nonJ^-rl^'^^''^' 9°^^''""^ent, in conju,lction with States and the private sector has the 
responsibility and must make the commitment to oct as the steward of thp nntl«n't 
heol h care delivery system and the protector of the nation's health Gternment should 
snouiaer the responsibility and can take the lead i 



..^w. .. ^^.^ u=..vc,;r sysTcm ana the protector of the not on's health. Government should 
shoulder the responsibility and can take the lead in ensuring equa l acces^ '^qual a^^^^^^^^ 
IS far too important a matter to be left to chance or to whim or to -'market Torc^^^^^^^ 

Now is the time to make the commitment to protect the uninsured nnH 
S^"nd":nnMl^'''. the uninsured and underinsured is'greot and grS ^ve^ day 

High and rapHly rising health costs ore hittini^ericans of all oges, incomes and tvoes 
of Illness, f costs are not controlled, heolth co. for everyone --Td iv duaremoUe^^^^^ 
government wHI outdistance our ability to pay. We no longer can afC rl^'^acT ' 

and ..n'^;?^^''-''"^"'' and private sector policymakers will not solve the problem unless 
gdieve h^ 'lec?r^°^ When public^ policyrnake" 

rn n.t?oIh- ^''^m ' r'" °" ^^en and Only then will this 

Ame Sbe'sokLT °^ ^' ""'"^^'^^^ ^00 million undeVin ured 
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AMERICA'S UNINSURED AND UNDERINSURED; 
A NATION A T RISK OF INADEQUATE HEALTH CARE AND CATASTROPHIC COSTS 



Heolth insuronce coveroge for 235 million American.^ of oil oges .s o deep ond 
imniediote concern to Congress becouse it is on essentiol element if people ore to access 
needed core ond reduce the personol burden of cotostrophic heolth costs. ♦ Recent 
studies continue to document serious gops in insuronce coveroge. Over 31 mil li»x> persons 
- more than 13 pcrcwt of the U.S. populotion - ore uninsured, highlighting the 7>eed for 
some type of remedial oction. Of equol concern ore tKi many millions of Americons who 
ore undennsured - those whose insurorxe is inadequate. The underinsured ore olso not 
ensured access to needed health core, be it primory, acute or long tern- core, nor ore 
they protected from cotostrophic health costs. When faced wiih a cotostrophic acute or 
long term illness, over 200 million Americans ore potentiolly underinsured. 



THE UNINSURED 



Any effort to estimote the number of uninsured people is difficult due to the lock 
of o sotisfoctory doto gothering system. As a result, the following current estimotes of 
the uninsured ore low since they miss significont numbers of uninsured. 

The U.S. Census Bureou's Survey of Income ond Progrom Porticipotion (SIPP) 
token during the third quorter of 1985 reveoled thot opproximately 13.5 percent of 
Americans, representing 31.8 million persons, ore without heallh insurance - public or 
privote. The uninsured ore, by ond large, people under oge 65, as the Medicare program 
provides coverage for the elderly. About 1 50,000 people over age 65 ore uninsured. The 
15 to 21} age group contains the largest proportion of uninsured with over 22 percent 
locking insurance. Sixteen percent of those under the age of \6 ore without insurance. 

The SIPP survey shows that of those under 65 years of age, obout 15.2 percent ore 
uninsured. To give some historical perspective to this statistic, 12.5 percent of people 
ffirfJ^iTrF^ llx'^^''? ""insured in 1977. (National Medical Core Expenditure Survey 
'.NMCESJ, 1 977) This proportion rose to o high of 17.1 percent in 1983. (SIPP, 1983) 

The Employment Factor. ApproxioKitely 75 percent of the uninsured ore 
enriployed adults or their dependents. The employed uninsured tend to be young ond 
relatively less educated. Workers in occupations that ore seasonal or transitory in nature 
and those m occupations requiring relatively less technical skill ere also more likely to be 
uninsured. (Notional Center for Health Services Research, 1985) 

The Pover ty Factor. Although the uninsured ore distributed across income levels, 
a disproportionately large shore ore economically disadvantaged. According to the 1982 
Current Population Survey, 35 percent of the uninsured hove o tomtly income below the 
federal poverty threshold of $9000 for o family of four; 64 percent (nearl-. two-thirds) of 
the uninajred hove o family income below 200 percent of the federal poverty standard. 

The Geoqrophic Factor. The likelihood of being without health Insuronce appears, 
to some extent, to be o function of geographic region of residence. Two-tenths of the 
residents of the West South Centrol states ore uninsured, whereas, only one in ten 
residents of New England ore uninsured. Some of this variation is directly related to the 
varying adequacy of stote eligibility criterib of Medicaid programs. (Congressional 
Reseorch Service, 1 985) 

The Medicaid Foctor. Medicoid deserves much credit for improving the poor's 
access to health core. However, mony poor persons ore not eligible for Medicaid 
coverage. Poor people may not qualify for Medicaid either because they don't meet the 
categorical requirements (I.e. they aren't aged, blind, disabled, or eligible for Aid to 
Families with Dependent Children) or because they don't meet the state-determined 
resource and mcome requirements. This latter problem Is exemplified by the fact that 
the cut-off income level for Medicaid eligibility dipped below 55 percent of the federol 
povert- threshold in 23 stotes in 198^1. (Marion Lewin and Lawrence Lewin, Business and 
Health, September I98^i) 

^ According to a 1982 study, only 37.5 percent of those - both aged and nonaged - 
with incomes below the federal poverty stondord ore octuolly eligible for Medicoid. 
Ano.her 13.2 percent or those with Incomes below the federal cut-off level ore covered 
by employer-provided health insurance, leaving 49.3 percent of the federally-certified 
poor without any form of public or privote health insurance. (Thomas Joe, Judith 
li Health Affair.. Spring 1985) These ore the people who fall 

through Medicoid's crocks! 



* Access is defined as the ability to poy for sen/Ices, the ovolloblllty of services, and the 
obsence of other barriers. This report focuses on the ability to pay Issue. 
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The Uninsuroble Foe tor. Included in the group of persons who are uninsured ore 
persons who ore not covered by o group health plan and cannot purchase private health 
insurance because of pree;<istinQ medical conditions. This group also includes many 
insured Americans who hove very restricted coverage due to one or more serious health 
problems. President Reogon's Health Policy Advisory Group er,timates thot "pertxjps one 
million Americans ore uninsuroble — • totally or for specific conditions." 



THE UNDERINSURF .D 

The mony millions af Americans wha hove inadequate health insurance — thft 
onderinsured — ore olsc a major public policy concern. Estimates of the underinsured are 
determined by examining the extent to which payments of out-of-pocket health costs 
affect o family's financial well-being. Even for those with some type of health care 
coverage, the associated aut-of-pocket casts, os a result of premiums, deductibles, and 
copayments as well as payment for noncavered services, con reach catastrophic levels or 
preclude persons from seeking needed care. 

A recent Notianol Center far Health Services Reseorch (NCHSR) study suggests 
that "two distinct types of families have aut-af-pocket expenses that are relatively high 
in relation ta income: (1) families which, due to high-casr illness, incur totol health care 
bills so large that in spite af relotively good insurance coverage, the uncovered portion 
paid out-af-pocket amounts ta o considerable sum; these are the intended beneficiaries 
af most traditia. ') stop-lass catastrophic health insurance proposals; and (2) families for 
whom relatively small oot-af-pocket expenses represent a high percentage af their 
income due to a combinotion af low income and inadequate health care coverage." 

Depending an the way "underinsured" is defined, estimates of the proportion of ihe 
privately msured under age 65 who are inadequately insured range from 8 percent »a 26 
percent. In general, about 13 percent ore thou|ght to be underincored. However, the 
percentage who are underinsured for catastrophic acute or long term illnesses is much 
higher — more than 85 percent of all Americcns. According ta the NCHSR report, 
between one-third and two-thirds of all nongraup enrollees are underinsured. Group 
enrallees, who represent 90 percent af persons with private Insurance, ore still a 
substantial majority af the underinsured. 

The Catastrophic Cost Foctor On the problem of catastrophic health costs, the 
NCHSR study shows that the families with a high ratio of out-af-pocket expenses to 
income were found to be headed by someone under 18 or over 65 years of age, not 
employed, ond v/ith lower income. The proportion who are underinsured is highest when 
it comes to caiostrophic protection — insurance against the small possibility of large 
uninsured expenses from a costly illness. More than 200 million Anierlcans - over 85 
percent of Americans - lock adequate protection against catastrophic ocute or long term 
care costs. 

The High and Rising Cost Foctor. Alreody individuals and employers ore having 
difficulty poying the high cost of adequate heolth insurance. Even for people who might 
be able ta afford adequate insurance and most other oot-of-pocket health core costs, the 
forure presents the problem of rapidly rising out-af-pocket costs. Elderly out-of-pocket 
casts ore projected to rise about twice as fast as their income. Even working Americans 
ore unlikely to keep pooe. Per capita health core costs ore projected Jo grow at an 8.0 
percent ovwal rote between 1985 and 1990 while the costs of other goods (Consc:rT>er 
Price Index) are projected to grow at a much dower annual rote of 4.8 percent. (Health 
Core Financing Review, Spring 1986) 

The Non-ccvered^ Acute Care Foctor. Americans over the age of 65 ore in a 
somewhat different position than Americans under the age of 6S primarily due to the 
availability of Medicare coverage for basic medical core. However, most elderly ore still 
at risk, just as ore the non-elderly. Medicare and most private insurance exclude 
payments for preventive exominotions, eyeglasses, prescriptions, prosthetic devices, and 
foot core. Furthermore, both Medicare and most private insurance provide only the most 
minimal protection against catastrophic health core costs — the most significant of 
which is the enormous, unpredictable, and grav;ing cost of long term care. 

One indicator of the inadequacy of Msdicarc coverage is the foct that oboui two- 
thirds af the elderly have chosen to purchase supplemental insurance policies. However, 
the supplemental insurance policies are both expensive and generolly only help pay for 
deductibles and coinsurance for Medlcore covered services. As a result, the elderly 
remain unprotected from the costs of dental core, prescription drugs, ond long term 
core. Further, neither Medicare nor the private supplemental policies provide protection 
far expenses resulting from longer term, acute Illness. 

The Non-covered Lot>g Term Core Foctor. When it comes to long term core, over 
85 percent of Americans ore underinsured. Home core remains a relatively uncovered 
service for most Americons. Nursing home coverage provided by Blue Cross and Blue 
Shield, commerclol Insurance plons and Medicare Is limited. Currently, only 16-25 
private insurance companies offer lo<ig-tL;*m core Insurance which Is substantially more 
comprehensive tlwn standard Medlgop policies and which go beyond restrictive Medicare 
definitions for nursing core. 
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At o cost of $20,000 to $50,000 o yeor, nursing hjme core would be finonciolly 
devostoting to most people. According to o stud/ conducted by Horvord ond 
Mossochusetts Blue Cross ond Blue Shield for the Comml'.tee on Aging, nearly two out of 
three elderly persons living olooe will irr^xavcrish themselves after only 13 weeks in a 
nurst -g home. 

The Age 55 to 65 Foctor. Inodequote privote insuronce is o problenn porticulorly 
onnong those between the oges of 55 ond 65. V/hile this oge groop is more likely to be 
Insured throughout the yeor thon the rest of Amerlcons, they foce the likelihood of high 
medicol expenditures ot on oge of reduced employment, reduced income ond lower rotes 
of group insuronce enrollment. (NCHSR, 1985) 



THE UNINSURED AND UNDERINSl/ ^D AT RISK 



The risks ond problems focing mony milHons of uninsured ond underinsured 
Americons ore greot ond growing. 

THE RISK OF INADEQUATE ACCES S, According to a 1982 Robert Wood Johnson 
Foundotion survey on occess, one million fomilies hove ot leost one member who wos 
refused core becouse of inode*quate funds. Similorly, 5.1 percent of insured families 
found it difficult to obtoin heolth core in the twelve months prior to the survey. The 
survey olso indicoted thot ^1.8 percent of insured fomilies needed heolth core in the 
twelve months prior to the survey but did not obtoin it. A Louis Harris survey indicated 
that <r/er 8 percent of American families in 1983 did not obtain needed niedical care for 
flnonciol reasons. 

The Notionol Medicol Core Expenditure Survey determined thot utilizotion 
potterns suggest that the uninsured moy not hove the occess they need to medicol core. 
The insured under oge 65 receive 5^1 percent more phj'sicion ombulotory core thon the 
uninsured. Further, the insured under oge 65 receive olmost twice as much hospitol core 
OS the uninsured. 

Not only do the uninsured receive less core, but they perceive themselves to be in 
poorer heolth thon the insured. The Robert Wood Johnson Foundotion's 1 982 study shows 
thot 20.^* percent of the uninsured believe theinselves to be in foir or poor health 
compared to only 13.4 percent of t^« insured. Poorer heolth stotus of the uninsured 
indicates th<:t more heolth core Is needed for the untnS'jred, not less. 

THE RISK OF CATASTROPHIC HEALTH COSTS. Cctostrophic costs refer to 
large, unoffordoble, out-of-pocket heolth core expenditures that con result from illnesses 
requiring either ocute or long term core. In determining whether or not o person's 
medicol expenses ore cotostrophlc, either o person's medicol expenditures con be 
meosured ogolnst o specific dol lor threshold omount or meosured relotlve to on 
Indlviduol's income. 

A recent Notionol Center for Heolth Services Reseorch jtudy documented the 
number of tomilles with high out-of-pocket heolth core expenditures relotlve to Income 
in 1977. Of all families, 19.9 percent incur out-of-pocket costs for personal health 
services exceeding 5 percent of income; 9.6 percent have health care costs In excess of 
10 percent of income and {\3 percent have health costc in excess of 20 percent of 
income. 

^ Another indicotor of the Inodequocy of coveroge Is the foot thot elderly 
Amer»cons will be spending just over 16 percent of their Income on heolth core in 1986, 
overGging 51,850 per person. Older persws now pay a larger portion of their income for 
ncoltt^ care than they did when Medicare ond Medicaid began 20 years ogo. (House Select 
Committee on Aging, 1986) 

•J .u'"^f.. previous figures ore bosed solely on out-of-pocket expenses octuolly 
poid, they likely underestlmote the problem. These figures fall to Incorporote costs for 
those services thot were needed but were not sought by or provided to the uninsured ond 
underinsured. 

THE GROWING RISK FOR THE Uh4INSURED AND UNDERINSURED. The impoct 
of non-existent or inodequote insuronce on access to needed core is expected to grow 
^v^" stronger os heolth core costs continue their up word spirol. As heolth core costs rise 
ropidly. It is less likely thot Americons con poy the out-of-pocket costs ond more likely 
thot occess IS restricted. ' 

Rising Costs. In the cose of the elderly, the House Committee on Aging estlmotes 
thot out-of-pocket costs will grow from 17 ^^ercent of elderly Income in 1977 to 18.5 
perceni m By 1991, elderly out-of-pocket costs ore projected to overoge $2633 per 

person ond to omount to obout AO percent of totol elderly heolth core costs. For the 
totol populotlon, the situotlon will olso get worse os heolth expenditures continue to rise 
foster thon the Gross Notionol Product, a meosure of the notion's oblllty to poy. 

Changing Employer Bghm/ior. Employers — the prlmory purchosers of private 
heolth core coveroge - ore Increosingly becoming "prudent buyers" ond ore beginning to 
Shop for the leost expensive providers of heolth core ond encouroge Insuronce componfes 
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to do the some. Responding to this pressure to reduce prices, health cere providers ore 
beginning to scrutinize their costs, eiinninote or reduce services thot do not generote an 
odequate level of revenues, ond ovoid free or discounted care for the poor ond neor poor. 

Increosinq Competition. Further exacerboting the ol reedy restricted finonciol 
access to heolth care is the current emphasis on "competition" in our heolth system. 
Prior to this era of "morket reform" in health core, private ond public health core 
providers provided varying amounts of free and discounted core ond could recover the 
associated "lost" chorges by shifting them onto the bills of private paying patients. But 
this voluntary and informol pattern of cross-subsidizotion of free ond discounted core is 
becoming less available as the health system becomes more price-sensitive. 

Changing Hcspitol Behavior. Vonderbilt University survey indicates that both 
privote ond public hospitals ore taking octions to limit the omount of free core 
provided. In 1981 ond 1^2, opproximctely 15 percent of hospitals odopted explicit 
policies and procedures to restrict care to nonpoying patients- (Geroldine Dollek, 
Heolth/PAC Bulletin. May/June 1985) 

The growing pressure to Hmit the amount of core provided to non-paying patients 
appears to be prompting a rise in the practice of "patient dumping." While doto on the 
number of patients tronsferred due to on inobility to pay do not exist, o study of 
Chicago's Cook County Hospitol reveoled that the number of cnnuol transfer potients 
received by the hospital increased 500 percent between 1979 and 1985. (Washington 
Report on Medicine and Heolth, July 15, 1985) Sinilorly, a study of Porkland Memoriol 
Hospital in Dallas, Texas indicoted a 300 percenf increase in the number of tronsfer 
patients received between 1983 ond 1985. (Wall Street Journal, March 8, 1985) 

According to the Urbon Institute, even stote and local governments hove reduced 
their direct financial support for public hospitals - whot hove long been considered the 
hospitals of lost resort for the uninsured and underinsured. (Morion Lewin ond Lawrence 
Uewin, Business and Health. September 198^1) In 1985 alone, 17 state and local public 
hospitols closed their doors. Furthermore, the need for subsidized care is most critical in 
impoverished communities where local toxpoyers ore less able to finance core for the 
uninsured poor. (Urbon Institute, June I 984) 



ll>ISURING ThC UNINSURED AND UNDERINSURED . 

"Equal access" occurs when entry Into the health core delivery system is based on 
need rather than factors such as status of health insurance coverage, ability to pay out- 
of-pocket costs, or place of residence. As described earlier, most Americans do not hove 
equal access. However, most Americons would ogree that the inequities should be 
removed end that equal access to health core should be achieved. The key questions ore 
how ond when. 

OPHONS FOR INSURING THE UNINSURED AND UNDERINSURED. Fortunately, 
there is no shortage of options for insuring the uninsured and underinsured. Though there 
ore many ways to characterize the many options, much of the current debate focuses on 
privote versus public sector options. 

Private Sector Options. Some orgue thot privote sector options should be the 
primory or only options used. Here the opprcaches might include encouroging or 
requiring eniployers to extend coverage to more employees, retirees or loid-off workers 
or to expand the breadth of coverage for all employees. Another option might be to 
encourage personal saving for medical expenses Ihrough vehicles such as medicol IRAs or 
health savings accounts. Another route might be to allow expanded tax deductions or 
credits to cover expenses such as tor long term core. Yet another option is to encourage 
insuronce companies to moke more insurance policies available which cover cotostrophic 
acute and long term core expenses. What must be kept in mind is thot these private 
sector options serve to decrease federol revenues and do not directly address the 
problems of the medically indigent and others with limited ability to poy. 

Public Sector Options. Some orgue thot public sector options should be the 
pnmory or only options used. State and federol options might include extending the 
Medicaid program to pick up all of the poor or the unemployed. A different approach for 
the unemployed might be to purchase private insurance for them. Another Medicaid 
olternative might be to allow low income individuols to "buy" into Medicaid. A similar 
option might be for States to develop private "risk pools" where individuals could buy 
Insuronce at group rates. States might tax hospitols to create "bod debt and chority 
pools" and permit hospitals to draw from these pools to cover uncompensated core. 
Another route might be to use gront programs such os the community health center and 
maternal and child heolth programs. 

Looking only at the federal level, a wide range of options ore available. Using 
Medicore as a base, federal opproaches might include extending the eligible Medicare 
population or expanding coverage to include cotostrophic acute and long term core. 
Some recent proposals to institute Medicare vouchers might be used to cover other 
t. I federal government might also provide the services directly as it does 
through the Veterans Administration and the Indian Heolth Service. A hospitol-bosed 
option might be to mandate some minimum "fair shore of free core" and provide 
enforcement through conditions for hospitol li<^ensure, certificate of need approval, 
porticipotioh in the Medicare program br eligibility for tax-exempt bonds. 
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A more ombitious and comprehensive federol public Insuronce option might 
protect oil Amerlcons (Including the fully Insured, the uninsured, ond the underlnsured), 
cover heolth ond long term care, shlek Amerlcons from cotostrophic ocute ond long term 
core expenses, upgrode the quolity c-isuronce system ond contoln totol heolth core 
costs. One such comprehensive heolth protection pockoge Is the "USHeoIth" plon 
introduced by Choirmon Roybol. (See ottached summory of USHeoIth Act of \?BC (H.R, 
5070)). — — 

CRITERIA FOR ASSESSING TTHE OPTIONS. As we consider the avollable options, 
it is importont to keep in mind thot gli funding comes from the some source, the 
^merictBi people. Funding moy come directly or indirectly from the Americon people 
through indlviduol premiums, joint employer/employee paid premiums, individual ond 
corporate toxes or direcl out-of-pocke1 poyments to heolth core providers. How much 
Amerlcons poy depends heavily on their health status and insuronce coveroge ond, 
unfortunotely, much less on their obility to pay. The challeogs is to create an insormc* 
system which ensures eqwol access even for those Amerlcons with limited ability to poy 
for needed health core. 

^ Mony options ore ovailcble for ensuring equal occess for oil Americans. In 
choosinc) omong them or in pockaging o more comprehensive solution, certain criteiia 
should be opplled: 

• Are the uninsured fully insured? 



By opptying these criterio to all proposofs, the Americon people ond policymokers con 
judge the odequocy and merits of eoch one. 

COMMITMENT TO INSURING THE UNINSURED AND UNDERINSURED. 
Uncertainty moy exist about the extent of public support for active government 
leodership. However, the public, fostered by the gro- j personol experience with 
inodequote health care coverage. Is moking increasing den jnds that goverment address 
this crisis. 

The federol government, in conjunction with States and the private sector, has the 
responsibility and most mdke the commitment to oct as the steward of the natiorfs 
health Mr« dcllw-y lyiUm and th« pro»=.,;tor of th« notion's health. 

As hos been demonstrated by the Medicare program, government can take an 
octive role in ensuring access to millions of Americans while working closely with the 
privote sector. Medicare has continued to mature as a major health insurance progrom 
and continues to provide leadership on cost containment and quality assurance issues. 
Outside of the United States, Canada has also demonstrated thot government can take 
the leadership role in assuring health care occessibility and affordability. Sa too the 
American government can take iK* !«Md in and should shoulder the responsibility for 
ensuring equol access for all Americans. Equal occess is for too important a matter to 
be left to chance, to whim or to "market forces." 

Mojor heolth core reforms as envisioned above are never easy, but they must be 
done. They con be done if we put aside our differences and recognize what is most 
important — nomely, protecting the American people. 

Given the forces of change and the current inequities of occess, now is the time to 
moke the commihnent to protect the uninsured and under insured. The risk to the 
uninsured and onder insured is great and grows every day. High and ropidly rising health 
costs ore bitting Americans of all ages. If costs ore not controlled, health costs for 
everyone - Individuals, employers, government - will outdistance our ability to pay for 
needed heolth care. We no longer cn afford not to oct. 

Public and private sector policymakers will not solve the problem unless and until 
Americans of all aqes demand that it be done. Whfin public policymd<ers believe that 
elections will be woo or lost on this issue, then md only then will this catastrophic 
problem of over 31 million uninsured and over 200 million uoderinsured Americans be 
solved. 



The Chairman. The Chair would now recognize Mr. Regula. 
Mr. Regula. Thank you, Mr. Chairman. 

First of all, I would like unanimous consent that our colleague. 
Ml'. Rinaldo's, statement be made part of the record. 
The Chairman. Without objection, so ordered. 
[The prepared statement of Representative Rinaldo follows:] 



Are the underlnsured insured for basic health costs? 
Are the underlnsured insured for cotostrophic ocute core costs? 
Are the underinsured insured for catastrophic long term core costs? 
Is the quolity of heolth core assured? 

Are costs offordoble for individuols, government ond employers? 
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PREPARED STATEMENT OF REPRESENTATIVE MATTHEW J. RINALDO 



Thank you Mr» Chairman. Our nation's health care system has undergone 
revolutionary changes in organization and financing in the current decade. One of the 
consequences of this revolution is the subject we are discussing tod-'.y: who will provide 
and£aj^ for the health care of those who cannot affwd to and are not insured? 

I am proud to say that my state of New Jersey has been a winner in this revolution 
by taking the leading edge In providing quality health care for all its citizens. It has 
expanded the Medicaid program to include more of the medically needy, and has 
instituted and all-payer Diagnosis Related Group method of payment. By using an all- 
payer system, Nev Jersey is able to allocate the costs of bad debt and charity care 
proportionately to all insurers, and the burden of this care is shared more broadly and 
equitably. 

I am also proud of the success of the Mediccre system, which covers 30 million 
people. This success is demonstrated by the extensive coverage of the elderly today in 
contrast to the dramatic lack of insurance prior to 1966. Medicaid and private insurance 
fuirther help to fill the gaps In health insurance for the elderly. 

One of the losers in the revolution on health care spending Is the practice of cost- 
shifting. Cost-shifting subsidized the patients who could not pay for health care by 
charging those who could pay substantially more for the same services. The need for 
cost-effectiveness in the health care industry has forced the long-standing practice of 
cost-shifting out into the open, and brought about a more equitable payment system, 
which is a victory for the patients. 

However, at the same time the age-old problem of the medically indigent was 
brought to the forefront. 

There are several ways we can look at reforming and restructuring health 
insurance so that those who "fall between the cracks" are caught. Any long term solution 
must strengthen and not replace current financing and methods of providing health care. 

In the private sector, we need to increase the incentives for creative and 
comprehensive health insurance to reduce the size of the medically indigent population. 
In the public sector we must restructure and extend public programs to finance care for 
those who are unable to obtain private insurance. 

We must keep In mind <wo things as we set out to revolutionize our nation's health 
care system again. Better private insurance usage and options can result in more cost- 
effective usage of public welfare funds. Also, proper health care throughout a person's 
life will help their health later In life; without r oper care, many risks are taken that 
may have to be accounted for when a person is elderly. It is clearly a pay now or pay 
later situation. 

Thank you Mr. Chairman. 
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STATEMENT OF REPRESENTATIVE RALPH REGULA 
Mr. Regula. It is interesting to note that in 1984, the Gallup did 
a poll, and 79 percent of the respondents were of the impression 
that Medicare covered all the potential costs that they would have 
as elderly. I think that is a common illusion that exists, and not 
until people are faced with catastrophic costs do they suddenly re- 
alize that Medicare does not cover everything and that their own 
financial resources are put at risk as a result thereof. 

I commend you, Mr. Chairman, for addressing this problem and 
calling this hearing because it is one that we have failed to act on 
in terms of either a public — adequate public response nor have we 
encouraged the private sector to deal with it. 

The President did appoint a commission that has just completed 
its recommendations, and among other things they consider offer- 
ing as an option an IRA that could be used as an alternative for 
individuals so that they could provide funds to deal with cata- 
strophic costs. This is embodied in some legislation that I have in- 
troduced. 

It is interesting also to note that in 1986 there will be 11 million 
Americans that will be faced with a catastrophic illness of some 
type or another and, therefore, need a program that will address 
this problem for them. I think probably the final answer should be 
a combination of public and private sector initiatives, and I hope 
that out of this hearing we can develop some ideas, and I look for- 
ward to hearing from each of the witnesses. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Regula follows:] 
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PREPARED STATEMENT OF REPRESENTATIVE RALPH REGULA 
I conuncnd our chairman for his diligence in pursuing chls lapse of 
direction In che basic health policies of our nation. To date, both the 
public and private sectors have fallsd to establish any cOTDprehenslve plan 
for dealing with the catastrophic and long>tern care needs of the elderly 
and disabled. 

Health Is part of an Individual's human capital and must be Invested 
wisely. Unfortunately, we do not possess the sole ability to control our 
own health. Although the typo of lifestyle and decisions regarding 
preventive health are primarily ones oWn, clrcuiDstanc^s may develop that 
inflate cost beyond what the average patient can be expected to p<ty. It Is 
these people, the vlcciras of catastrophic Illness, who are forced Into 
financial and enotln.al bankruptcy by the dictates of a system that Is the 
result of Inaction. Those who are at risk are all Anerlcans, both young 
and old. 

Under current law. Medicare beneficiaries, and che public In general, are 
largely uninsured or under-Insured against the cost of prolonged care In a 
hospital, nursing home, or within their own home. Over 11 million older 
Americans will suffer from some form of chronic catastrophic disease this 
year. In 1986. It Is predicted that approximately one million persons will 
fall Into poverty and onto the welfare rolls as the result of the costs of 
catastrophic medical care. 

Unlike nany problems, few Americans realize Medicare and most private 
insurance supplements fail to adequately cover catastrophic illnesses. 
Ir a 1984 Gallup Poll survey, it was found that 79 percent of respondents 

mistakenly believed that Medicare pays the costs for care in a c-irsing 

hone . 

Recently, the Presid ent's Private/Public Sector Advisory CLioniittee on 
Catastrophic Illness released their initial findings regarding 
catastrophic and long-tern care. Listed as an option which deserves 
careful consideration was the nedical IRA or other similar savings 
mechanism. This recommendation is similar to legislation. H.R. 4349, which 
I introduced earlier this year. 

Momentum continues to build for the development of federal policy, policy 
which has heretofore » ecn indifferent at best. Our distinguished chairman 
has also offered legislation regarding this natter. As we work coward the 
most appropriate answer we have joined together to evidence a firm 
bipartisan resolve to provide for the necessary care of these people. 
Although our approaches vary each moves tov'ard the basic goal of providing 
adequate catastrophic and long-tem care to Americans. 

I am confident that the testimony to be provided by the lilghly acclaimed 
panel of witnesses before us will bbosC certainly provide an insight into 
the problem and how to serve the best interests of the «ged. 



24 



21 

The Chairman. Thank you. 

The Chair now recognizes Mr. Bonker. 

STATEMENT OF REPRESENTATIVE DON BONKER 
Mr. Bonker. Thank you, Mr. Chairman. 

I, too, would like to commend you for sponsoring this timely 
hearing. While this is the Seloct Committee on Aging, when it 
comes to health care and answers, it is certainly an issue that 
^P?^^ .the generations, so I commend you. For senior citizens, I 
think it IS obvious that most elderly Americans depend heavily on 
Medicare for health protection. 

When I served as a staff assistant on the Senate Select Commit- 
tee on Aging in 1964, whan Medicare was enacted, the promise at 
the time was that Medicare would be comprehensive and that 
senior citizens would no longer have to worry about health care. 
Now 20 years later, we find that Medicare covers only about 38 
percent of the related healiu costs. Indeed, seniors are spending 
about 15 percent of their disposable income for health care. 

So somewhere Medicare hasn't really fulfilled that early prom- 
ise, and I think this committee at some point will have to address 
that issue. Indeed, this is a good starting point. 

I would like to take just a moment, Mr. Chairman, to plug legis- 
lation that I have introduced that would indeed make Medicare 
more comprehensive by really providing another option in Medi- 
care to extend full coverage under parts A and B so that seniors 
wouldn t have to go out and acquire medigap insurance. Some of 
them are fraudulent policies, other times seniors are in a position 
that pajang for addendum coverage is hard. 

I ^^^^ ^ provide more comprehensive coverage 

under Medicare that would be possible through an increased premi- 
um so that there would be no Federal outlays. Another option is 
beneficiaries would be able to purchase prescription drugs used in 
the treatment of chronic illnessc^s. These are gaps in the Medicare 
program, and I think Congress can address these problems without 
having to place undue burdens on the current budget. 

So I am hopeful, Mr. Chairman, as we proceed with this vital 
issue under your leadership that we can indeed narrow our focus so 
that we can meet the earlier commitments made by Congress to el- 
derly Americans. 

I look forward to the distinguished panel that we have scheduled 
to testify today. 

The Chairman. Thank you, Mr. Bonker. Before we call our first 
witness, I would like to take this opportunity to submit several of 
our colleagues' prepared statements for the hearing record. Hear- 
ing no objections, so ordered. 

[The prepared statements of Representatives, Lloyd, Snowe, and 
Bentley follow:] 
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Prepared statement of RtPRESENTATivt ma.rilyn lloyd 

I BELIEVE IT IS IMPORTANT FOR THIS COMMITTEE TO CONTINUE ITS 

FOCUS ON A PROBLEM THAT IS CATASTROPHIC IN SCOPE NOT ONLY FOR 

THE ELDERLY, BUT FOR EVERY AMERICAN WHO IS EITHER UNINSURED OR 
UNDERINSURED AGAINST THE RISK OF ILLNESS. 

AT A C0NGRESSI0N7VL HE^J^ING WHICH WAS HELD IN CHATTA1400GA , 
TENNESSEE, IN MARCii OF THIS YEAR, WE HEARD WITNESS AFTER WITNESS 
DOCUMENT THE INADEQUACIES OF THE MEDICARE PROGRAM, WHICH, AS WE 
KNOW, OFFERS LITTLE IF ANY PROTECTION AGAINST THE RAVAGES OF 
CHRONIC AFFLICTIONS THAT REQUIHE LONG-TEPJ^I CARE. 

MOST FAMILIES HAVE THEIR liANDS FULL JUST TRYING TO COPE WITH THE 

EMOTIONAL STRAINS OF CARING FOR A LOVED ONE WHO HAS BEEN STRICKEN 

WITH A CHRONIC DISEASE OR ILLNESS. WHEN YOU ADD TO THIS STRAIN 

THE COST OF PROVIDING CARE T.'TM' IS VIOT COVERED BY INSURANCE, THE 

COMBINATION CAi; HAVE "C\'J'K:'?"iu:rL'yC'' r;\--i;7QUENCES FOR THE FAMILY- 

AND, WHEN THE FAMILY* S Ri!-*- r-" " :; 'ME Ui; AUSTED, THE EUnDEN IS THEN 
PASSED ON TO THE COMMUNITY. fiviN THOSE WHO CONSIDER THEMSELVES 

FINANCIALLY SECURE CAN BE PAUPERIZED BY THE COST OF PROVIDING 

UNINSURED CARE FOR THEMSELVES OR A LOVED ONE OVER AN EXTENDED 

PERIOD OF TIME. 

MOST OF US WORK HARD ALL OF OUR LIVES TO BUILD OUR OWN "SAFETY 
NET". WE WANT TO BE INDEPENDENT. WE DO NOT WANT TO BE A BURDEN 
ON OUR FAMILIES OR OUR COMMUNITIES. OUR 'SAFETY NET" IS USUALLY 
STRONG ENOUGH TO SUPPORT US SO LONG AS WE CAtJ STAY IN RELATIVELY 
GOOD HEALTH. WE STRIVE TO KEEP OURSELVES FIT BECAUSE WE KNOW THAT 
IS THE KEY TO OUR INDEPENDENCE. WHAT MOST OF US FEAR MORE THAN 
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DEATH, IS THE THREAT OF A MENTALLY OR PHYSICALLY DEBILITATING 
ILLNESS OR DISEASE THAT COULD DESTROY OUR SAFETY NET AND WITH IT 
THE QUALITY OF LIFE THAT WE HOLD DEAR. 

IF WE AS A SOCIETY TRULY BELIEVE THAT HAVING ACCESS TO 
APPROPRIATE AND AFFORDABLE HEALTH CARE IS AN AMERICAN RIGHT, THEN 
IT IS TIME FOR US TO RECONCILE OURSELVES TO THE FACT THAT WE HAVE 
A LONG WAY TO GO IN MEETING THAT PROMISE. 
I THINK IT IS TIME FOR US TO TAKE A GOOD HARD LOOK AT WHAT IS 
HAPPENING TO PEOPLE WHO ARE CAUGHT UP IN THE HEALTH INSURANCE 

AVAILABILITY AND AFFORDABILITY CRISIS THE 30 MILLION PEOPLE 

WHO ARE TOTALLY UNINSURED AND THE MILLIONS OF OTHERS — INCLUDING 
THOSE ON MEDICARE — WHO ARE UNDERINSURED WHEN IT COMES TO 
CHRONIC HEALTH PROBLEMS THAT REQUIRE EXTENDED CARE. 

SOME OF US IN THE CONGRESS HAVE ALREADY OFFERED PROPOSALS TO 
DEAL WITH THIS CRISIS, AND WE'RE EAGERLY WAITING ON THE 
ADMINISTRATION'S PROPOSAL, SO THAT WE CAN PROCEED TO DEVELOP WHAT 
I HOPE WILL BE A COMPREHENSIVE ANSWER TO THIS MOST PRESSING 
PROBLEM. 

I WANT TO THANK TODAY'S WITNESSES FOR HELPING THE COMMITTEE TO 
DOCUMENT THE DIMENSIONS OF THE PROBLEM. THEIR TESTIMONY WILL BE 
OF GREAT VALUE TO THE COMMITTEE AND THE CONGRESS. 
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PREPARED STATEMENT OF REPRESENTATIVE OLyHPIA J. SNOWE 
Mr. Chairman, 1 want to commend you for holding this 

HEARING TO EXAMINE THE PROBLEMS THOSE WHO HAVE LITTLE OR 
NO HEALTH CARE COVERAGE. 

It JS INDEED UNFORTUNATE THAT MORE THAN THUTY MILLION 
PEOPLE IN THIS COUNTRY GO WITHOUT SUCH VITALLY IMPORTANT 
PROTECTION AS HEALTH INSURANCE- WHILE SOME OF THOSE WHO ARE 
AT RISK ARE LAID-OFF WORKERS, THE VAST MAJORITY ARE EMPLOYED 
PEOPLE AND THEIR DEPENDENTS. MANY SELF-EMPLOYED INDIVIDUALS 
AND THOSE WORKING FOR SMALL COMPANIES WITHOUT HEALTH CARE 
COVERAGE CANNOT AFFORD TO PURCHASE THEIR OWN HEALTH 

INSURANCE- More than 9 million employed pe.?sons are 

UNINSURED AND TOGETHER WITH THEIR DEPENDENTS THIS GROUP 
ACCOUNTS FOR THREE-QUARTERS OF ALL PERSONS WHO LACK 
COVERAGE. UnE THIRD OF THE UNINSURED ARE CHILDREN AND TWO- 
FIFTHS OF THE UNINSURED CHILDREN LIVE IN FAMILIES HEADED BY 
A FEMALE. 

It is not surprising that many of these people go 

WITHOUT NEEDED MEDICAL CARE- In MANY SITUATIONS IT IS 

necessary for a parent to choose betwefn placing food on the 
table or getting needed medical case- 

The lack of sufficient health insurance alro is 
becoming a serious problem for hospitals across the 

COUNTRY. In 1982 alone, hospitals in the U.S. PROVIDED 
BETWEEN $b AND $/.!> BILLION OF UNPAID CARE. MaNY HOSPITALS 
WILL NOT MOW PROVIDE UNCOMPENSATED CARE, AND IN TURN THIS 
PLACES HUMAN LIFE IN SERIOUS JEOPARDY. \ KNOW WE HAVE ALL 

heard stories of pregnant women or ill patients being denied 
admission to one or more local hospitals- 

if is hoped that the recent upward trend in the number 
of uninsured people hay be curbed by a provisiok in the 
Consolidated Umnibus Budget Reconciliation Act requiring all 
employers to include a continuation option for former 

EMPLOYEES. 1 HE CONTINUATION OF THE GROUP HEALTH INSURANCE 
WILL ENABLE WIDOWS, DIVORCED SPOUSES, SPOUSES OF MEDICARE 

eligible employees and dependent chilokcn to continue for 
three years, at thei;i own expense, on a group policy. 
Terminated employees, except in cases of gross misconduct, 
must be provided with an 18-month continuation option* 
The CUBKA provision, however, does not eliminate the 

PROBLEM OF THE UNINSURED AND THE UNDE R I NSURED. KaNY SMALL 
EMPLOYERS CANNUT AFFORD TO HAVE A HEALTH RLAI/, AND MANY 

elperly people covered by medicare cannot afford to purchase 
mepigap insurance. 

Mr. Chairman, 1 look forward to hearing from the 

EXCELLENT PANEL OF WITNESSES WHO PROMISE TO SHED FURTHER 
LIGHT ON THIS SERIOUS PROBLEM. 
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PREPARED STATEMENT OF REPRESENTATIVE HELEN DELICH BENTLEY 



It is a fact that the growing number of uninsured and underinsured 
persons and the increasing nunbers of poverty strioken health oare 
recipients have given momentum to ooraprehensive health oare legislation. 
I oonsmend the Chairman for his insight on the issue of health oare and agree 
with his decision to explore and implement effective health polioies. For 
this reason I was oorapelled to oall for a field hearing in April,.. a hearing 
Hhioh explored out-of-pooket healtn oare oosts. 

Health oare, especially for the elderly and those who have experienced 
catastrophic illnesses, is a necessity. Affordability, often scaled down by 
sacrificing quality, is no longt?r a tangible goal. 

Health care is a right, not a privelege; all citizens should have 
access to affordable health care plans. It is a disgra<3e when health care 
statistics are so glim in a nation which has so much to offer. An estimated 
^0 million persons are now without health insurance » a 25 percent increase 
since 1977. Unemployment, widowhood, divorce and early retirement account 
for this astronomical figure. 

Similarly, there are mrny millions of persons who are unoorinsured . 
Their existing health oare policies are Inadequate and they are not assured 
of access to needed health oare nor are they protected from oatstrophic 
health costs. 

Laok of sufficient insurance effects not only these peoples* lives 
should fchey face catastrophic injury or illness, but it also effects the 
existing medicaid and medicare policies. It seems to prove the '^idage "what 
comes around goes around." This committee must correct the inefficiencies 
in our current system. . . we must take action now to improve our system. I 
welcome the witnesses and am anxious to hear their testimony. Testimony 
which I hope wiil enlighten the Members of this Committee. 




26 



The Chairman. Our first witness this morning is Joyce Gordon, 
who will convey to us the personal tragedy of being underinsured. 
Her 17-year-old daughter suffered a severe brain injury in an auto- 
mobile accident. The insurance companies terminated payment for 
the $8,000-a-week cost of hospitalization because they just came to 
the conclusion that the daughter was not making enough progress 
in the recovery. The Gordons will have to bear most of the cost of 
care for their daughter. 

This is a good example of the suffering that goes on among fami- 
lies throughout the United States. I appreciate Ms. Gordon's will- 
ingness to share their personal tragedy with us. I know it is not 
easy, but we greatly appreciate your presence and ask you to pro- 
ceed in any manner you desire. 

STATEMENT OF JOYCE GORDON. FORT WASHINGTON, MD. 
MOTHER OF BRAIN-INJURED CHILD 

Ms. Gordon. Thank you, Mr. Chairman, and committee members 
for the opportunity to share with you the details of an experience 
that my family and I have been living through for the past 10 
months. It is an experience of which you hear about or think only 
happens to others but could never touch you or your family. 

My first-born child is 17 years old and lies in a semicoma state 
today. Karen was 16 years old when she was injured. She, her 
sister, and three other teenagers were returning home from a 
church youth fellowship meeting on November 18, 1985. The car, 
driven by a classmate, swerved to miss an oncoming car head on 
and in doing so missed the car but struck a telephone pole. Karen, 
the only passenger wearing a seat belt, was the only one severely 
injured in the accident. She was transported by helicopter to the 
shock trauma unit at Prince Georges General Hospital where 
sometime that night the doctors told us she was in a coma and had 
suffered severe brain damage. From that rjight on, there have been 
many emotional and stressful moments brought on by this devas- 
tating event. 

A severe head injury can radically change the life of the individ- 
ual and family. A serious head injury results in the loss of con- 
sciousness or coma. The state of unconsciousness may be hours but 
also may last for an extended time period. Experience has shown 
that the longer the coma, the more likely that the person will 
suffer functional deficits. Intellectual impairment problems, behav- 
ioral disorders and related physical disabilities are some of the 
problems likely to occur. Rehabilitation for the person and counsel- 
ing for the injured person are often needed for months or possibly 
years. Head injury patients who are not rapidly admitted to inten- 
sive rehabilitation programs require twice as long a rehabilitation 
period as those rapidly admitted. 

Karen began a therapy program at Mount Vernon Rehabilitation 
Center in Alexandria, VA on January 18, 1986. Her care concen- 
trated first on overcoming physical problems, such as high fevers, 
infections, and fluctuating vital signs. Once these were under con- 
trol, she began her program of learning how to live again. Imagine 
hearing voices but not comprehending the meaning of what is 
being said. The sounds you hear are lost in a jumble, and you can't 



30^ 



27 

remember how to respond to the words. You see objects, familiar 
objects, but you can't remember what they are for or how to use 
them^ You have forgotten how to do all of those ' gs that we 
take for granted, like brushing your teeth. You hear people talking 
to you, helpmg you walk, gently leading you back into a world that 
has been lost to you for an infinite period of time. This is where 
Karen exists today. 

We decided to bring Karen home as opposed to placing her in a 
nursing care facility and continue her care as much as we could 
after we were told by the staff at Mount Vernon that due to 
Karen s slow progress our insurance companies would no longer 
co'/er her hospital costs. 

My husband's major medical insurance reads as such, "If you a'-e 
admitted to a specialized hospital (of which Mount Vernon is) ap- 
proved by said plan, you will receive a credit of up to 85 percent 
toward the usual charges of that hospital for 150 days.*' My insur- 
ance coverage reads lilce a photocopy of the above. One hundred 
and fifty days, which is approximately 5 months of time, to recover 
from a severe head injury. One of Karen's doctors told my husband 
and I very early during Karen's illness that the brain was very 
much like the nervous system in its recovery—slow and deliberate. 
It could take as long as 2 years to heal. Two years and the insur- 
ance companies gave us 5 months. Therefore, you can imagine our 
anger when we were told the insurance company felt Karen's 
progress was slow. 

Head iiyury survivors are a new group. A few years ago, Karen 
would not be here, but today 50,000 to 70,000 severe head injury 
patients survive each year. Statistics state the cost to provide care 
for a head mjury survivor for life is anywhere from $4 to $9 mil- 
lion. 

My husband and I had always considered ourselves among the 
fortunate, good jobs with good benefits, good kids, an overall good 
life, but the emotional and financial stress of this catastrophic ill- 
ness has created a very tense environment. Add to this frustration 
and helplessness m trying to get assistance. We find that because 
we are classified as ' middle class," own a home and are not on the 
brink of bankruptcy, we qualify for no assistance. We are among 
3 "^^^^^^^"^^'^^^^ growing number of people due to the won- 

derful technology of modern medicine which is saving more and 
more lives. Karen a care at home cost approximately $2,000 per 
month, 10 percent of which is covered by my insurance. Ten per- 
cent is a very small percentage indeed. A family with no savings, 
investments, or other means of additional income could be totally 
wiped out. It is easy to say that comprehensive programs are 
needed, it is another matter to recognize that need and then to act 
upon it. 

Our story is just one example of thousands out there in similar 
situations who found out that no family is exempt from this type of 
tragedy. They say everything happens for a reason. I would like to 
think that Karen s suffering has some meaning. If that reason is to 
help alert you and the public of the financial catastrophes experi- 
enced by individuals and families who not only are lacking insur- 
ance but those who have inadequate health insurance as well, then 
so be it. 
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Thank you. 

The Chairman. itj^ you, Mrs. Gordon. 
^ The next witness is a distinguished gentleman, a young man wj/o 
just turned 80 years old on August 26. Dr. Sabin, may I wish you a 
belated happy birthday, and I understand that you continue to be as 
active now as you have been in the past, and I can understand why. 
You have had an excellent career and made a tremendous contribu- 
tion to humanity. Dr. Albert Sabin is a biologist and is most known 
for the development of the Sabin oral vaccine. 

In recent times, he was the recipient of the Presidential Medal of 
Freedom, the Medal of Liberty, all due to his excellent work. This 
gentleman has saved thousands upon thousands of individuals from 
a disease that I remsmber crippled thousands at one time. 

It is a real pleasure to ask Dr. Sabin to proceed in any manner 
that he may desire. Please proceed. Dr. Sabin. 

STATEMENT OF ALBERV B. SABIN, M.D., DEVELOPER OF SABIN 
POLIO VACCINE; ^NT OF MEDALS OF FREEDOM AND 

LIBERTY 

Dr. Sabin. Mr. Chairman, mer^ * ars of the committee, first of all, 
thank you very much for your kind remarks and for inviting me to 
this hearing. Unfortunately, much unfinished business has prevents 
ed me from preparing a statement, and I had no time to even orga- 
nize my thoughts until this morning, and here is what I came to. 

I asked myself what I could contribute as aii 80-year old physi- 
cian who has spent his entire life in medical research rather than 
in medical practice. Well, since I am here, I hope you will permit 
me to express a personal view on how the explosion of new money 
provided by medical research for medical practice is to a large 
extent responsible not only for the excellent health care that is ap- 
parently available to the majority of Americans, but also for a 
medical practice that too frequently has lost its very important 
components of human compassion and its availability to all, re- 
gardless of ability to pay. 

There was a time when medical practice was about 90 percent 
human compassion and about 10 percent knowledge. That was in 
my youth. Now, with all the new knowledge that medical research 
has provided and must continue to provide for the best possible 
health care, the old system leaves almost no time for the essential 
human compassion. Compassion without knowledge is helpless and 
knowledge without compassion is insufficient for the practice of 
medicine. 

The most important current challenge, in my way of looking at 
it, is how best to achieve the desirable objective of combining 
knowledge with compassion in the best possible doctor-patient rela- 
tionship within a framework that meets the justifiable expectations 
of society for optimal human health care without reference to the 
ability of many individuals to pay the ever-increasing and currents 
ly almost prohibitive costs of such care. 

Medicine has been and must continue to be professional men and 
women dedicated to the relief of human misery. It must not 
become a business for profit. I deplore the increasing commercial- 
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ization of health care. Sure, it costs money, a lot of money to pro- 
vide decent health care to all I believe it can and should be done 
in a way that highly trained physicians and allied health profes- 
sionals are properly compensated, that hospitals are used not for 
the physician s convenience, as it sometimes is, but only for serv- 
ices that cannot be performed equally well in ambulatory health 
care facilities. 

The old system— and I think here comes the rub— the old system 
of compensation by fee for each item of professional service or for 
each item of material or service used in a hospital, like so many 
items in a supermarket, does not leave the physician striving for 
ever enough income, enough time, for human compassion, and 
makes a hospital a business organization for profit that is not com- 
patible in my view with the best health care at a price that the 
individual American and society can afford. 

Let me now mention some of the problems and what I think may 
be an approach to overcome them. The problem resulting from ex- 
tensive new knowledge is the extraordinary degree of specialization 
that it requires now to deliver health care. We cannot turn back 
the clock. We cannot do without it. I have seen reports estimating 
that currently about 90 percent of all physicians in medical prac- 
tice are specialists of one kind or another, and presumably there 
are 60 or more different specialties. 

It used to be the other way around years ago, and I believe that 
what we need now as a result of this is not merely some relief, 
temporary however it may be necessary, a physician knows that 
very well when he approaches a complex problem, but a new ap- 
proach to the delivery of health care, and that is we really need a 
new kind of specialist, a specialist that I would call a total care 
physician. 

Now, a total care physician is quite different from our so-called 
primary health care physician, which we already have, the family 
physician, which we already have, or the general practitioner, 
wnich we already have. He must be a specialist who knows what 
all the other specialists' specialties can provide for the proper han- 
dling of a patient, and then he must also be the person to whom 
the reports of the specialists are addressed, and then he is the 
person who deals with the patient in a compassionate way. And in 
order to have time to do that, he cannot continue in the present 
system where he gets paid for every little thing that he does. 

For that reason I consider, Mr. Chairman, the statement that 
you have in your proposal for a long-term solution of the problem, 
health maintenance organizations are at the very bottom of this, 
and it IS not anything new or different in the United States. There 
have been excellent health maintenance organizations, like the 
Kaiser plan, which was in World War II, and there are many more, 
but I regret very much that this also has become a commercial ac- 
tivity, and I think it should not and it cannot. 

A proper health maintenance organization should involve total 
families from beginning to end, should have large numbers in 
order to make it operable, and, therefore, it should also provide 
prepaid total health care for the American people, and in such a 
system the total care physician would be the king pin, and he must 
be the same physician that sees the patient every time the patient 
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comes and not somebody different each time. And he is in the same 
place, in ambulatory health care facilities rather than hospitals. 
There are sufficient specialists medically for the patient to contact 
and obtain the necessary workup, also helped by allied health pro- 
fessionals v/ho don't need all the training that a physician has. 

And I think that only when such a system— which already exists 
in the United States but I think is being badly implemented by too 
many improper health maintenance organizations — when this 
comes, there will be a situation in which a doctor can still deliver 
the best possible care and be dedicated to the relief of human 
misery without thinking what he [jets for it. But he should be prop- 
erly compensated. 

And then I think any system must involve a method for people 
who cannot afford to pay to become members of such prepaid 
health services. 

I want to conclude, Mr. Chairman, with a conviction I have 
somehow developed over the years that in a civilized compassionate 
nation, there can be no place for a sysftem that deprives uninsured 
and underinsured people of access to the same quality of health 
care, the same quality I say with malice aforethought, so to speak, 
the same quality of health care that is the privilege of those who 
can afford the best. 

Thank you very much. 

The Chairman. Thank you. Doctor. The next witness is the presi- 
dent of the National Education Association, Ms. Mary Hatwood Fu- 
trell, who has focused national attention on the need to improve 
the quality of education. Her recent efforts in that cause include 
launching Operation Rescue, a national campaign to combat illiter- 
acy and the school dropout problem, and serving on the Carnegie 
Forum on Education. 

Ms. Futrell will testify on two critical elements in America's 
future. No. 1 will be our children. No. 2 will be their teachers. She 
will focus on how their lack of adequate health insurance threatens 
the future of all Americans. 

There is a vote on the floor. We will recess and hear your state- 
ment immediately after we return. Thank you. 

[Recess.] 

The Chairman. The hearing will resume. 

Ms. Futrell, would you please proceed in any manner you desire. 

STATEMENT OF MARY HATWOOD FUTRELL, PRESIDENT, 
NATIONAL EDUCATION ASSOCIATION 

Ms. Futrell. Thank you very much, Mr. Chairman. 

Mr. Chairman, and members of the committee, I am Mary 
Hatwood Futrell, president of the 1.8 million member National 
Education Association. 

NEA's interest in the issue of health care in this country stems 
from our interest in advancing good public policy and from our in- 
terest in the welfare of all Americans, but especially that of our 
members and their families. 

It stems from our deep concern about the well being and future 
of America's children and it stems from our deep commitment to 
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quality education for all, for there is a direct correlation between 
neaith care and the learning process. 

Illness— particularly chronic, debilitating illness— is one of the 
most devastating things that affect American families. Not only 
does a serious illness exact a physical toll on individuals, it can 
create severe emotional and financial hardships for an entire 
tamily. The fear of succumbing to such devastation haunts many 
Americans. 

The repercussions of such physical and financial hardship extend 
to the widest reaches of a family. When the victim is a child, the 
burden is all the more painful. But children are also prey to the 
psychological effect on families, the demands of time that rob them 
oi attention, and the economic consequences that can trap them in 
lives of Jimited hope and opportunity. 

There are many who believe that health insurance protects the 
majority of Americans, but— between those who have no health in- 
surance coverage at all and those whose protection is entirely inad- 
equate—the truth is otherwise. 

An estimated 35 million / mericans have no health insurance at 
all, including 26 million working families. Conservative estimates 
Proj?ft that more than one-third of the uninsured are children. 

NEA IS also concerned about the extent of coverage in private 
and public family health plans. In response to rapidly rising health 
care costs, health insurance providers are discouraging reliance on 
health insurance through high copayments and deductibles, often 
to the detriment of those covered. The Commerce Department re- 
ports that the typical costs for a family of four, including deducti- 
ble and copayments, was between $500 and $700 a year in 1985. 
1 his approach discourages preventative examinations and treat- 
ment which could reduce the need for more expensive remedial 
care 



Our Nation clearly has the resources and the technology to treat 
and prevent a broad array of physical ills. To perform medical mir- 
acles to some and deny basic health services to others is a national 
shame. The United States is the only industrialized nation in the 
world, besides the Republic of South Africa, that does not provide 
some type of national health insurance. 

The impact on the classroom. The effects of inadequate and 
uneven access to health care on academic performance begin well 
betore a child starts to school. Inadequate prenatal and early child- 
hood care, for example, can retard a child's intellectual develop- 
ment, a setback which is extremely difficult and expensive to com- 
pensate for in remedial education programs. 

Health problems can cause obstacles to learning in direct ways. 
Far too often we find children who appear to have learning disabil- 
ities, but who instead are suffering from malnutrition or treatable 
diseases. Many students are compelled to drop out to care for a sick 
family member or to work to support the family when the primary 
earner is incapacitated. 

Education and health issues are related in other ways. Children 
are susceptible to many minor illnesses in the school setting, and 
yet not all families can afford adequate treatment. Schools are 
asked to play an important role in health care, through such ef- 
forts as requiring immunization and screening for hearing and 
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visual problems. Schools are also held responsible for identifying 
victims of physical and sexual abuse or for identifying those who 
are chemically dependent. 

Schools can play an appropriate role in coordinating health and 
other services. But as a society, we must ensure broader access to 
programs for preventative health care and treatment. 

Deficiencies in access to health care are serious problems for edu- 
cation eniployees themselves. 

According to Education Research Services, only 34 percent of 
America s public school districts provide fully paid family coverage, 
while 84 percent of the public school districts provide fully paid 
single coverage. The cost of purchasing group family coverage is 
prohibitive for far too many education employees, while the conse- 
quences for not being covered are devastating. 

The average teacher salary for 1985-86 was $25,250, while the 
loo n^fuf ^^^^^^ teacher families in 1985 was approximately 
$39,000. The costs of purchasing family coverage — e n for tho^ 
with access to group rates— represents some 17.5 percent of an indi- 
vidual s take home pay for the average single-income teacher 
family and more than 11.5 percent of the average teacher family. 
But there are many teacher families whose income is far below the 
average. Arid adequate family coverage is even farther out of reach 
for many education support employees, as well as retired education 
employees of all job classifications. 

Clearly, to continue to rely on private health insurance providers 
will only perpetuate the inadequacies and deficiencies of the cur- 
rent system. There is a role for local and State governments in pro- 
viding quality health care insurance, at the very least, for all 
public employees. The reality is that such universal coverage is 
still a long way off, and the trends are not favorable. 

If we are to ensure quality health care for all Americans, the 
Federal Cxovernment must play a leadership role. Therefore, we 
subscribe to the following principles. 

Principles of a national health insurance plan: 

One, NEA believes that access to affordable, quality health care 
IS a basic right of all Americans. 

Two, Federal health care legislation should be built on the solid 
foundation of social insurance established in such programs as 
Medicare and Social Security, and should not be means-tested. 

Three, it must be universal in scope and comprehensive in cover- 
age, including preventive, acute, rehabilitative, and long-term serv- 
ices in and out of the hospital. 

Four, Federal health care legislation should include specific 
standards for quality assurance. 

Five, the national program must help contain health care costs. 

Six, the administration of the program should be a state respon- 
sibility, with specific minimal standards. 

Seven, the Federal program should encourage innovation in the 
development of organized systems of health care delivery and fi- 
nance. 

Eight, a national advisory board with equitable representation of 
consumers and health care providers should be established and em- 
powered to make recommendations to the executive and legislative 
branches for future development of the program. 
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Nine, nothing in the program should force public employees in 
states which have established their own statewide health care 
plans to become part of the Medicare system, nor should it discour- 
age the development of comparable state health programs 

duc?n^ H p''^n7n «n?^'™^?' ^PuP^^"** initiative in intro- 
ducing H.R. 5070, and we welcome these hearings as a sign of re- 
newed congressional interest in a truly comprehensive health care 
plan for all Americans. Your bill properly combines a number of 
related health programs and extends benefits in areas where such 
extensions are sorely needed. vvncic bucn 

It is imperative that the funding sources of a national health 
care plan be stable and adequate to do the job properly 

The urgent need for a comprehensive health care plan compels 
us to reexamine our national priorities. It is our hope that this re- 
examination will result in the development of programs which pro- 
vide quahty health care and quality education and ultimately 

'It UniL CfSV"?? P™^P«Pt/ of people and our Nation^ 
The United States is the only industrialized nation in ihe world 
besides the Repubhc of South Africa that does not provide ISme 
type of national heal h insurance. The urgent need for a comre! 
hensive health care plan comp^is u,« to reexamisie our national pri- 
orities. It IS our hope that th 3 rr arninatio- ill i ■■' Tthv ^e 
yelopment of programs which provide quality wealth < ■« and ou 
ity education, and result in the strength and prosperity of our oeo- 
ples and our Nation. P^^ 
Thank you. 

[The prepared statement of Ms. b'ui call follows:] 
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PREPARED STATEMENT OF MARY HATWOOD FUTRELL, PRESIDENT, NATIONAL 
EDUCATION ASSOCIATION 

Mr. Chairman and Nembors of the committeet 

I an Mary Hatwood Putrell, president of the 1.8 mill ion-member 
National Education Association. He appreciate thia opportunity 
to testify on a . comprehensive plan to address the health care 
needs of the American people, while we are deeply concerned 
about this issue as it affects our nation's people as a whole, 
our testimony today will focus on the education employ^as of this 
country and the children we serve in the public schools. 

NBA has.long supported the establishment of a national health 
policy that will meet the needs of all Americans. NBA's support 
for such a plan, reaffirmed at our national convention this past 
summer, is based on the belief that access to adequate health 
'^^^^ of every citizen. He believe that a national 
health insurance plan should be supported and funded by the U.S. 
Congress, that the plan should encourage diversity and 
flexibility in the provision of health care services, and that 
this plan must be mandatory and be provided by both public and 
private agencies that have substantial consumer representation on 
tneir governing boards. 

NEA's interest in thia issue sterna from our interest in 
advancing good public policy and from our interest in the welfare 
of our members and their families. It stems from our deep concern 
about the well-being and future of America's children. And it 
stems from our deep commitment to quality education for all, for 
there is a direct correlation between health care and the 
learning process. 

The extent of the problem 

Illnefjs - particularly chronic, debilitating illness - is oae 
of the aost devastating things that affect American families. 
Not only does a serious illness exact a physical toll on 
individuals, it can create severe emotional and financial 
hardships for an entire family. The fear of succumbing to such 
(devastation haunts many Americans. 

The repercussions of such physical and financial hardship 
extend to the widest reaches of a family, when the victim ia a 
child, the burden is all the more painful. But children are also 
li^l to the psychological effect on families, the demands of time 
that rob them of attention, and the economic consequences that 
can trap theo in lives of limited hope and opportunity. 

There are many who believe that health insurance protects the 
majority of Americans, but — between those who have no health 
insurance coverage at all and those whose protection is entirely 
inadequate — the truth is otherwise. 

An estimated 35 million Americans have no hef.lth insurance at 
all, including 26 million working families. Conservative 
estimates project that more than one-third of the uninsured are 
children. 

Indications are that rather increasing, access to health care 
coverage is declining. According to the National citizens Board , 
of Inquiry into Health in America: 

o In 1962 alone, at least 700,000 poor children lost all 
Medicaid benefits because of cutbacks in federal and state 
welfare budgets and in eligiblity standcrds. 

o A 95 percent increase over three years in Blue Cross/Blue 
Shield group health premiums has resulted in a steady drop of 
subscribers to the group health plan. 

o The private insurance industry is responding to health care 
inflation by avoiding coverage of preventative carr» cutting 
benefits, and shifting more responsibility to the consumer. 
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Mr. Chairman, this issue is not limited? to those who lacK 
employment. Of course, since most health insurance in this 
country is made available through employers, the unemployed are 
at tremendous risk because of a lack of health care coverage. 
But today, the cost of family health insurance, either through 
private or group plans, is out of reach of many working 
Americans. Between 25 and 35 percent of the Ame«.ican work force 
lacks health coverage of any kind, Icsrgely because the cost of 
even the most miniroal health insurance coverage — that is, a 
plan with high deductibles and copayments — can consume too 
great a share of a family's total income. 

Moreover, there is a disturbing gap between coverage for 
adults and for children, brought about by limitations in coverage 
restricting such things as well baby care, immunization, and 
regular checkups, exacerbated by the tendency of many employer- 

?rovided health plans to provide fully- or partially-paid 
nsurance for the worker, but not for dependents. 

Inadequate coverage 

NEA is also concerned about the extent of coverage In private 
and public family health plans. In response to rapidly rising 
health care costs, health insurance providers are discouraging 
reliance on health insurance through high copayments and 
deductibles, often to the detriment of those covered. The 
Commerce Depc«;tment reports that the typical costs for a family 
of four, including deductible and copayments, was between $500 
and $700 a year in 1965. This approach discourages preventative 
examinations and treatment which could reduce the need for more 
expensive remedial care. 

Our nation clearly has the resources and the technol')gy to 
treat and prevent a broad array of physical ills. To perform 
medical miracles to some and deny basic health services to others 
is a national shame. The United States is ths only 
industrialized nation in the world, besides the Republic of South 
Africa, that does not provide some type of national health 
Insurance. 

The impact on the classroom 

The effects of inadequate and uneven access to health care on 
academic performance begin well before a child starts to school. 
Inadequate prenatal and early childhood care, for example, can 
retard a child's intellectual development, a setback which is 
extremely difficult and expensive to compensate for in remedial 
education programs. 

Health problems can cause obstacles to learning in direct 
ways. Far too often we find children who appear to have learning 
disabilities, but who instead are suffering from malnutrition or 
treatable diseases. Many students are compelled to drop out to 
care for a sick family member or to work to support the family 
when the primary earner is incapacitated. 

Education and health issues are related in other ways. 
Children are susceptible to many minor illnesses in the school 
setting, and yet not all families can afford adequate treatment. 
Schools are asked tc play an important role in health care, 
through such efforts as requiring immunization and screening for 
hearing and visual problems. Schools are also held responsible 
for identifying victims of physical or sexual abuse or for 
identifying those who are chemically dependent. 

Schools will continue to have noninstructional 
responsibilities for the health and welfare of their students, 
and schools can, in fact, play an appropriate role in 
coordinating health and other services. But as a society, we 
must ensure broader access to programs for preventative health 
care and treatment. 

Educational problems cannot be divorced from the needs of the 
whole child. For many students, education reform efforts are an 
empty promise if American children are denied full access to 
basic health care. 

The impact on education employees 

Deficiencies in access to health care are serious problems for 
education employees themselves. 
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Attached hereto is a series of diagrams supporting these 
assertions. These diagrams are based on data published by the 
Department of Health and Human Services along with its press 
release of July 29, 1986, on ma c r o -e conom i c data published m the 
Economic Report of ^hf President, transmitted to Congress in 
February of 1986, and on data published by the U.S. Bureau of 
Labor Statistics in Its motnhly updates on inflation. Each of the 
niagrams is annotated at the bottom. The graphs therefore require 
no further amplification. 

Of particular interest to XhjS busy reader will be Figure 'i , 
which illustrates with stunning clarity the difference between 
nomt na I dollar figures Cunadjusted for Inflation) and rtfij, dollar 
figures Cexpressed In constant 1985 dollars). It will be seen 
that in the late 1970s, vhen the nom\ nal figures were growing at 
ever larger annual rates, the corresponding real, figures were 
actually growing at successively declining growth rates. Exactly 
the opposite has occured since 1980. The ,n9minfll. figures have 
risen since that time at 5ver falling annual growth rate3--the 
phenomenon celebrated in the press r e I ea se --wh i I e for the most 
part the annual growth rates in real health expenditures have 
been rising since 1980. 

Also of special interest to busy readers will be Figure fl. 
That graph shows the ratio of annual inflation in the 
Medical-Care Price Index to annual inflation in the Overall 
Consumer Price Index. During the late 1970s, the ratio fluctuated 
around 1, actually falling below 1 during 1978-80. Since 1980, 
however, the ratio has risen much above 1. It reached 2.8 in 
1982-83, fell In 1983-84 to 1.6, but has since shot up again to 
about 3 Cand much higher still if one includes oil in the Overall 
Consumer Price Index). Price inflation in health care actually 
took off only after 1980! Figure 12 shows that the momentum may 
even be picking up steam this year. 

If these data do represent merely the false peace of mind 
that comes with "money illusion," then the American health care 
sector may be in for a hard time as both government officials and 
the business community awake from their pleasant reveries. On the 
other hand, it is also conceivable that these officials and 
executives have been awake for some time, but are simply 
powerless vls-a-vIs the folks in the white coats. We shall see in 
the latter hal f of the 1980s. 

Finally, as a fortuitous aside, I found Figure 6 surprising. 
We have become conditioned by the media to think of the period 
1976-80 as one of economic stagnation, and of the period since 
1930 as one of general economic prosperity. Flgure6 indicates 
that, remarkably, the annual growth rates In xAja Gross National 
Product durina 1976-80 were quite respectable by historical 
standards, while the picture since 1980 has been rather mixed. In 
fact, the average annual compound growth rate in t^sM. GNP during 
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the four-year period 1976-80 was 3.1%. wh.le the corresponding 
average annual growth rate during the five-year period 1980-85 
has been only 2.4%. U is not obvious why one should label the 
1980s as one of great economic prosperity. 
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NEW YORi; TI>:ES JULY 29. 1986 



Spending for Health Care in 1985 
Rose at Lowest Rate in 2 Decades 



By ROBERT PEAR 

SfNCUl tp -nt Not Yocfc TIM 



II WASHINGTON, July 29 — Total 
'ipending (or tMdth care In the United 
Sutes rose S.9 percent last year, the 
lowest rateo(lncreaaelntwodeca(!«s, 
the Federal Government reported to- 
day. 

Health care spending totaled 9425 Ml- 
Uaa« oran average of $1,721 (or every 
person in ths oountxy in 1989, the report 
said. He«ltb>rdated actlvltlcs ac- 
counted (or 10.7 percent o( the nation'i 
total output o( gooSM and tervlcee. the 
higbeit proportion o( thla sroii na- 
tional prodact to date, it laid. 

Benefit paymeots under tbe Govern- 
ment's two main health programs to- 
oeaied (aster than overall health 
gponSnr Medlcara paymcnu to the 
cSderly aud dlsaUed rose 112 percent, 
to nu bUllOD la 190B. whUs Medicaid 
naymcnts to people with low tooomes 
Km 9.4 percam* to lat J bUlkn. ac 
co«dlA| to the report by ths Depart- 
meat (v Health and Human Semoes. 

The lower imts of laoeass la speod- 
bg (or healtSi cars WHS almost amrely 
I result of lower Erowtb of ciedlcal 
prices, not to any reduction in tfas uss Of 
beadth services, the Govaramcot said. 
»V» United sutes U not consuming 
lay Ices bealtli care goods and services 
dan before, either in total or per capi- 
ta," It added. 
tlslf« atTvtos ths Inflattea Rate 
While the rate o( increase waned, tlM 
price o( medical care continued to rise 
It more than twice the overall inflation 
nis. 

Ihe 8J paroeot incrsass in taeattk 
cue spenc&ng last year foOowed tn- 
ocascs o( %2 peroeot la UM and 10.4 
■rcent in 1989. 12 J penxK la IISI and 
B7 percent la llBt. the Moest Jump 
br a single year. Belon IIM. tlie last 
ear with a sImMIiiU Incnsss was 
m, wiiea beattb car* spendtag rose 
J percent, to a total o( 941J bUUon. 
liat was ths year la which Ccngxess 

1 rested Medleaie and Medicaid, 
la July 19S4. Muyarst M. 
iaa Secretary of Health 
Vrvlces, asserl 
linlitratlon had "bro>sao 
ks health care InflatiaD monstsr. 
Ociala were move cautious la their 
i Bsii Ms il of the data tssnad codST. 
Dr. William L. Rnsr. baud of tbs 
Hdm Health Cars Ftnanctag Adnm- 
4ition. wtdch runs Medlaiw sad 
iMiicald, said, .>*Ws am seetaif a 
^»dy reduction la the rata o( growth 
I Badooal health caie costs as a lesuh 
flower Ibflation.** Rs added, "The im- 
*9rwi ecooomlc climate under this 
^^<&iiilstnttion is Urpeiy responsltle 
^tt^^B eocatiaging results.'' 
^ he said there was souM evidence 
«tdoUars savad as & result of bosp(. 

rsfuUtiaas werK being spent on 
^ heajth services, such as outpn* 
^ cere end nursing heme care. 



torlc trend, rather than the start o( a 
new trend.*' 

Health care accounted (or only 5.9 
percent ot the gross natlocial product In 
1989. 

The report issued today also included 
these details: 

^Almost haU o( the money speot (or 
health in 1989 was used to pay (or hoepl. 
tal care, at $106.7 billion, and nursli^ 
home services, at 139.2 billlcn. Spend- 
ing (or hospital care grew 7.3 percent in 
1963 and 5A peroentln 1984, the lowest 
rates la two decades. 

rXhe United Sutes spent >371.4 bit- 
lion Ust year on personal health care, 
not countlAg medical research, coiv 
stniction and administration. Of this 
amount, consumers directly paid 28,4 
percent and private health tosufance 
paid 30.6 percent Hospital care ac- 
counted (br 44 J percent o( all^ebdlog 
personal health care in 1985, down 
from 47.2 percent in 1982. 

^Medicaid has paid (or a steadily d6> 
clittlQg proportion of musing home 
cars In the last six years. Medicaid last 
year paid $14.7 Mllion. or 4U percttit 
ot the S33.2 billion spent on nurslnfi 
home servtcea. dom Dom a high o( 49 
percent in 1979. 

Patienu and their (anllles directly 
paid 51.4 percent o( the total spent on 
nurslttg homes last year, while private 
haahh insuraoca [Aid only 1 percent, 
tbs report said. 



ices, assotsd that the ges gn Ad- 
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Of Health Care 

National health experyjitures 
In billions of current dollars, 
not adlusted fof Inflatior. and 
aa a percentage ol the gross 
national product. 
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Case for New Orbiter Argued 



9f PtmjP M. •OFFEY 



WASHINGTON. July 29^ President 
Reagan beard final aiguments today 
on wMtbsr to build a new spAce shuttle 
to replsuce tbs lost ChaUenger and wiU 
maice a dedslon on tbe Issue in ths nest 
several days, according to Larry 
Speakos. ths White House sp nfcs sm a n 

Tbs ciUsf problem remains how to ft- 
oaooe a new sbuttte ortXtsr in a peticd 
of tl^ budgets. Mr. Speakes Indicate 
sd. TbssB and other space Issues were 
discusied at a wide-raogiog lue ll ng 
between dM President and hU natiooal 



Ur. Speakea said that much o( (loan- 
dal discussions so (ar had (ocused on 

cutting other programs in either NASA 
or the Defense Department finance a 
D9W orbiter but thr.t no agency "wants 
to give up anything." 

He also said that "confilcting views** 
were ejipressed st the meeiing on how 
soon it would be before the hdL d s 
(ourth shuttle would begin to affect Mr. 
Reagan's space-oriented plsn tormdib' 



to haul cargo akrft, should the oatlor. 
decids to deploy it. 

Before tbs meeting started, Mr. 
Spsakes said be tboumt the President 
"basically (avon the idea o( contimilng 
msnned eiploratiao and a fourth or- 
biter** but added, "There have hem a 
number of questtons. partlcnlarly ceo- 
tsrlngonfimdiiig.** Afterward, be said 
thst the Prssideot gave no indication as 
to «blcb way he was leaning. 

**TbB PresidBnt toolc ths views under 
advissment and will mnlu a decision in 
the next several days." he ssid. 1( the 
presldeni decided to build a replace- 
mnnt otbtter* it could be expected to 
cost U bUUon to $3 bilko. 

Offldsls ol the space agency .-v 
guardedly optimistic after the me^!:ig 
that they would get the godhead to 
buUd another orbiter. but they re- 
mained concerned about whether they 
would have to finance much ot It (rom 
their existing budget. 

A White Home official 
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FIGURE 1 

U.S. HEALTH-CARE EXPENDITURES, 1965-85 

IN CURRENT (NOMINAL) DOLLARS 
$450 I 




SOURCE: DHHS. JULY 1966 



This diagram depicts the time path of National Health Expenditures 
In current (nominal) dollars, unadjusted for general price Inflation. 
The curve Is smoothly upward sloping and does not show a sharp break 
with the onsttt of the "pro- competitive" era or with the DRG era. 
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FIGURE 2 

NATIONAL HEALTH EXPENDITURES 

IN CONSTANT 19BS DOLLARS 




This graph shows the trend of National Health Expenditures i 
constant 1985 dollars. Adjustment for Infaltlon was made wit 
the Consumer Price Index, All Items. 

The diagram shows that. If there Is a sharp break at all, H 
actually occured after 1980, albeit not In the direction on( 
would have predicted for the "pro-competltlve" era: outlays 
actually grew more rapidly after 1980 than before! 
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FIGURi 3 



NATIONAL HEALTH EXPENDITURES 1975-85: 



S 

O 



$440 



NOMINAt VB REAL (19BS) DOLLARS 




as 



Be 



REAL DOLLARS ('SS) 



Thla diagram compares the time path of noalnal National Health 
Expenditures with that of real (constant-dollar) National Health 
Expenditures. 

Even more revealing Is a comparison of annual percentage Increases 
In these two time series, as shown In Figure 4 overleaf. 
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FIGURES 

HEALTH EXPENDITURES AS PERCENT OF GNP 



UNITES STATES. 1965 TO 1985 
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Figure 6 presents Che longterm time trend In Che pe: centage of 
the Gross National Product being devoted to Health Expenditures. 

The picture shoira wiggles that reflect mcvements in both the 
numerator (National E'^alth Expenditures) and the denominator 
(Gross National Product). For example, the sharp decline in 
the ration during 1983-84 reflects in good measure the rather 
jharp increase In the real GNP during that period, as is shown in 
Figure 7 overleaf. 

Figure 6 shows rather clearly that the cost explosion in health care 
actually began in 1980. During the late 1970s, the ratio actually 
did not grow very much at all. 

Figure 6 also suggests what has been argued earlier: that it uay 
be premature, to say the least, to celebrate a victory over the 
cost problem in health care. 
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The above graph shows annual growth rates in real Gross National Product, 
the denominator in the ratio "Percentage of the GNP going to Health Care." 
The display shows that real GNP grew at an unusually large rate in 198^, 
which is apt to have contributed to a lowering of the Health Expenditure/ 
GNP ratio during 1983-8^». Thus one should not make too much of the down- 
ward blip in the ratio during that period. It did not represent the "tur- 
ning of the health-care supertanker on a dime." 

As an aside, it nay be noted that the much-maligned period 1976-80 was 
actually not one of economic stagnation by historical standards, and by 
the standard of the early 1980s. In fact, during the four-year period 
1976-80, real GNP grew at an average annual compound rate of 3.0^2. By 
contrast, during the five-year period 1980-85, real GNP grew at an average 
annual compound rate of only In retrospect, the period 1980-85 is 

unlikely to be noted by historians as one of great economicfldvance. It was 
a period of boom and bust, with an only moderate average growth performance. 



65-325 0-86-5 



log 
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FIGURE 7 




Figure 8 shows movements in two price Indeces since 1965: 



o Che Consumer Price Index for All Items 



o the Consumer Price Index for Medical Care 



The diagram shows how sharply the two indeces diverge after 1980. 
They began to diverge even before 1980, of course, although there 
were years in the later 1970s when the Medical-Care price index 
actually rose less rapidly than the overall Consumer Price Index. 
The next diagram makes this clear. 
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FIGURE 8 

______ 



CPI MeO.CARC/CPI ALL ITEMS 




Inflation is measured by the annual percentage increase in the 
relevant price index. 

If one divides th« annual increase in the Medical-Care Price Index by 
the annual increasr. In the Consumer Price Index for All Items, then 
the last ten years trace out the pattern shown in Figure 9. 

It is seen that, during 1978-80. the ratio is less than one, which 
means that Kedical-Care pries rose less rapidly than the overall 
Consumer Price Index. 

Since 1980, the ratio has shot up rapidly, rising to almost 3 in 
1983 and then, after a decline to 1.6 in 1984, back up to about 
3 in the first quarter of 1986. 

Actiuill, the overall CPI in the first quarter of 1986 fell by 1.9X. 
That fall was driven by the sharp decline in oil prices since the 
fall of 1985. If one i:xcludes oil from the CPI, its annualized increase 
during the firp" quarter of 1986 was probably between 2X and 3Z. In 
Figure 9, the higher of these figures (3Z) was used. During that 
period the Medical-Cire Consumer Price Index rose by an annualized 
rate of 8.7X. 
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riGURE' 9 



CPI-AU. ITEMi v» CPi-Mr.OICAL_CA«E 




^ CW-MtOICAL CAJW 



Figure 11 ahovF, the actual Inf^tlon rates In the Medlcal-Care 
Price Index and the overall Consumer Price Index for the period 1980 
to 1985. The ratio plotted In the preceding graph reflects these 
Inflation rates. 
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Eligibility: 

All U.S. citizens and residents are eligible far the USHealth program. 
FifxriciDg: 

Financing comes from several sources as outlined in Section V, "Financing of USHeo.lth." 
Benefits: 

M*v<- ^" .^^^n' bas^c health benefits packane, for oil enroilees, arn simihr to 

Med.ca.d "categor caily needy" package and include following: inpatient hospiTc se ?ices 
^rvicerePSDT^tr^^^^^^ physician services rural health clinfc s.rlices, iaborory, x- ay ' 
services, tPbDT Uor those under age 21 ), family planning (individuals of child-bearina aae). 
preventive care, prescription drugs, physical therapy, occupational thera^^ prosthetic dev^^^^ 
orthopedic shoes, nursing home services, home health services, respitrcare inDotient 
psychiatric hospital services, outpatient rehabilitation, hospicVa c^holTd J?Sg abu e 
rehabilitation, outpatient mental health, end other medical or remedial care riogn^z'd under 
^ HH^?"^ specified by the USHeoMh program. Dental (Including denturL) anreyealasses^ 
ar^added before the year 2000 unless total USHealth expenditures would excc.i 1 2Te?cent of 

More specifically, long term care benefits c-e covered. Full coverage is provided with 
the co-payments made to the Trust Fund. The co-pa-ment is waived for low income and for 
spend-down individuals. As part of the long term care benefit packaVe! in2:^^^^^^ 
developed to encourage families to keep a LTC family r.ember in rheir hS^e 
co^nsurrce arfonow^'"'" °' catastrophic illness but are required to pay 

a. up to a maximum of $500 per person per year (indexed to per capita GNP^ for health 
care and skilled nursing home and home health costs, and 

b. up to a maximum of $ 1 ,000 per person per year (indexed to per capita Gt P) for non- 
skilled long term core costs. 

Payment: 

Beginning >. 1 992, inpatient hospital core is paid on the basis of Medicare's prospective 
payment system using the Diagnostic Related Groupings and adjusted rorpopLlotfJn ^ 
differences (for example, based on a severity inde)i. Future hospital prospect ve^ym^t rote 
c"c^tainm^t%'^";' 1° ^7." ^'^^^^ as'describe'dTth. co t 

?S^G ZmPn TK°"^^°''!* " '"V^er oUowed as a pass through and is added to the 

^^ir'STor/hat DRr ^"^r' ° P^^^ticulor DKf; payment reflect, the amount o? capital 
required for that DRG. The mean ratio of total capital outlays to totol non-capital DRG 
payments is net to exceed the mean ratio for the most recent three years, 
«ii n« K^'""?^ a fixed, prospective fee schedule is used to pay all providers in full Tor 

all non-hospita services (including physician, nursing home, home heaMhrdrugsriaboratory . 
The fee schedule is developed by the USHealth Administrotiof. in consul tat;<5;?with the 
respective provider organizations and consumer groups. In designing the fee schedule 

&Cyment?sh.;ul?%^°^ '"''"^"^f- " '"^^^ ^nputVr1c4''For ex^ 

n uT P°y"^^"*^ 5*^°"'^ address current inequities among geographic areas, physician 
spec alt.es, and types of service. To the extent possible and appropriate, the Schedule 
cannot rc^Ld the'' ^"^^^ For comparison purposes, t'he mean we^h^ed fee 

cannot exceed the mean fee for a similar service pa d under the current Medicare w^t^m a* 
ir^^relt ' ^^2* ^'^"^^ adjwtments to r'eflect service dXery change" 
increos-s are "imited to no more than increases in per capita Gross Notional Product. 

Beginning ,n 1 992, the payment for HMOs is raised from 95 percenrof the Averoqe Area 
Per Capita rote (AAPQ to 100 percent of AAPC. The AAPC is Adjusted by Tge, sex enr°| « 
typc^ and appropriate tieclth status factors, (The federal government initiates a nM ona 
campaign to encourage beneficiaries to enroll in qualified HMO^.) ° 

Beginning m 1 992, the approved health core provider fee is full payment. 

Medical education is paid on the some basis as under current Medicare low. 
programs.'"' """^ ' "^'^^ federally qualified alternative payment 

D^Jivery Syster^: 

AArr.il^'^^\?'^ the preferred providers of health core for beneficiaries. The USHealth 
Admin strotion shol require require participating HMOs (including HMOs, CMProl^d l°As) to 

HM^O. !f r T'^'r^.""^^' X'.*^! °' P^'^''^ Service Ac/ beginning |n 1 9^2. 

tJnm tiZ continue to be quoli ied on on annual basis, HMOs shall be penalized or emoved 
Sth^l^/n^^c'' '^^'^ ? ^r^" ""r' qualification ston'iards. The 0?fTce^ 

cov" t~^ ' "^^""^ qualification process is 

Beneficiary Infornriotion: 

♦Ko T?"' P'fyJ?^"^ '^^'''^ 9ive side-b>-.side comparisons of HWOs in each area of 

the country. The use o HMOs is promoted, including the provision of a campirison of HMOs 
CO ?s to r.r?dt^ H- "h ''"°.'''>' °«""ncer covered services,'and out-Lf-pc2ket 

fnKM-: ^ disabled. (Information on the quality assurance system and the 

availability of a consumer hot-line ore described in the quality assurance sectio^.) 

B. MEDICARE AND MFDICA I?^ 

USHealth replaces the current Medicare and Medicaid programs end is built upon those 
two programs. All Medicare and Medicaid beneficiaries ore Wtled t^en^oll iri^He-!^^^^^ 
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FIGURE 10 

INFLATION: CPI-ALL vs. CP! MEDICAL CARE 

ALL OF 1985 and 19B6, lal QUARTER 
13X -1 ■ 




Figure 12 shows annual inflatlo^rates in the overall Consumer 
Price Index, in the Medical-Care Price Index, and in several 
of the latter' s components, for all of 1985 and for the first 
quarter of 1986. 

It is seen that all components of the Medical-Care Price Index 

outgrew the overall Consumer Price Index in 1985 and in the 

first quarter of 1986. With the exception of fees for physician 

services, the annual inflation rates in the first quarter 

of 1986 (for Medical Care) were higher than the corresponding 

rates for 1985. This is brough out more clearly in Figure 12 

overleaf. 

Note that the overall CPI decreaed at an annualized rate of 1.9% 
during the first quarter of 1986. 
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FIGl'RS U 

INFLATION: CPI ALL ITEMS vs MED. CARE 

1985 AND 111 QUARTER 1986 
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Figure 12 compares the annual Inflation rates for 1985 and the 
first quarter of 1986. 

It 18 seen that the Inflation rate for all medical care Items other 
than physician fees rose over the period. 

Once again, a victory over price Inflation in heclth care Is certainly 
not evident In these displays. 
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FIGURE 13 

INFLATION RATES , FIRST HALF OF 1986: 

OVERAU. INFLATION vs MEDICAL CARE 

15» -I ■ ' " 

14«- 




CPI-AU. M.CARE MD-FCE5 HOSP RM DRUQS 

SOURCE: U.S. BUREAU CP LABOR STATISTICS 



Shown In this diagram are the annualized Inflation rates that can be 
calculated from Consumer-Price-Index data published by tht U.S. Bureau 
of Labor Statistics In mid-August, 1986. 

These 'iata Indicate that the trends manifest during the first quartei- 
o^ 1986 continue unabated. 
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The Chairman. At this particular point, I would like to have 
your written statement included in the record following your oral 
remarks and that would include also the recommendation that you 
made with regard to your two-tier health program, which wili, of 
course, be carefully studied by the committee. We are looking for 
something that can be done. . u 

The bill that is now under consideration could well net be the 
answer, but whatever it is, we want answers, and we feel that 
there is a great need for a national health plan. 

However, Dr. Helms, it seems to me that you don't quite agree, 
that there is a difference of opinion, at least with this panel. 

You did state, however, that there are four ways in which medi- 
cal care is financed at the present time; that one is through com- 
mercial insurance, which is twc/-thirds of all people covered under 
that. You also have public insurance, which is Medicare and Medic^ 
aid. You have State and local governments, which also finance 
medical care and most of that is for the indigent. Then you have 
out-of-pocket payments. 

But may I ask, if we combine all four plana, can we actually 
state that all these four plans also include long-term and cata- 
strophic illness? , 
Dr. Helms. That is what I was trying to say, that there are real 
gaps in that system. I think the President's concern and the Secre- 
tary's is based on the knowledge that there are real gaps and there 
are real problems. We have had a whole series of hearings on this 
study around the country and we have heard numerous stories hke 
the one that Mrs. Gordon told here this morning; they have im- 
pressed the people in the Department who have worked on the 
study and also the committee members listening to the hearings. 

If you combine all these things, I think we are saying, yes, there 
are gaps in the system. But I don't think that calls for, in the old 
traditional sense, a national health insurance plan. 

I know Mr. Flemming disagrees with that. We have tried in this 
study to analyze all of the options that people have come up with 
from the academic community, from the Hill here, and others. I 
think that they are analyzed quite throughly in the report. ^ 

We have not gotten to the point where we are making choices 
about what we are going to recommend. The analysis so far seems 
to show that we have got specific gaps in the system and we think 
we ought to use the strengths of the existing system to try to make 
some changes to address particular gaps, and they are the cata- 
strophic and the long-term care situations. 
The Chairman. But you referred to them as gaps. 
Dr. Helms. Well, traditionally long-term care has not been cov- 
ered in this country. , i. u 

The Chairman. The point is that long-term care has not been 
covered. 

Dr. Helms. With the exception of medicaid which many people 
qualify for by spending down. It pays a big part of that total bill 
although it varies enormously from State to State. Also, we have a 
very infant industry of long-term care insurance, and some people 
who are wealthier are buying into continuing care community 
plans. 

But these latter don't cover very many. 
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The Chairman. But, Dr. Helms, you know I have a little difficul- 
ty with your references to gaps and so forth. I think we must estab- 
lish the fact that these four plans that you made reference to do 
not cover long-term care, they do not deal with the problems of cat- 
astrophic illness, and therefore, it is more than a gap, it does affect 
over 31 million people in the United States who arc at the present 
time uninsured. 

Would that be a correct statement? 

Dr. Helms. Well, I am not going to get into a discussion of exact- 
ly what the numbers are. I think it is a large number. 

The Chairman. What do you think the number is that are unin- 
sured? Our numbers are 31 million uninsured. Reference has been 
made that there may be as many as 40 million. 

What is your figure? 

Dr. Helms. There is no single aggregate number that I consider 
satisfactory. 

The Chairman. But we do know that there are millions that are 
uninsured. 
Dr. Helms. Agreed. 

The Chairman. But we don't know whether there is 20, 31, or 40 

million? . , wi 

Dr. Helms. But I will say traditional insurance provided through 
employers has changed a lot over the last few years in the senee 
that there is much more catastrophic coverage. I think that Dr. 
Reinhardt will probably agree that among economists ^ve think 
there is enormous promise for the concept of catastrophic insur- 
ance. Certainly for acute care because it is such a rare event. 

And even if you look at the statistics on catastrophic long-term 
care— depending on your definition— it seems that it should be in- 
surable. 

What we are looking at are the things the Federal Government 
can do to try to take away the barriers and the disincentives that 
' the commercial insurers have had for providing these kinds of in- 
surance. We think there is great promise for that. 

The Chairman. You spoke on ways to reduce or redefine the un- 
or under- insured, but you barely mention what the administration 
is doing to protect these Americans. Can you tell us what these spe- 
cific plans are for insuring coverage and access to acute and long- 
term care for Americans of all ages? 

I think we have established the fact that we do agree there are 
millions and while we disagree on the number, I say 31 milhon, 
you may say less, but there is a need for millions of people— a need 
for long-term care assistance. 

Does the administration or your Department have a specific plan 
to address itself to these problems whether it be 31 million, 10 mil- 
lion or whatever it is, whatever number you have. Do you have a 
plan? 

Dr. Helms. Not at this point. What I have tried to say several 
times is that no decisions have been made. But there is a desire to 
see what we can do with this. We are looking at several options, 
different kinds of plans, that have been put forward for increased 
long-term care insurance, for different spend-down provisions, for 
reform of Medicaid, for things like home equity conversions. 
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We have gone through a number of these different options. I 
think most are in the literature. We have tried to do an analysis on 
all these. 

Which ones we might propose has not yet been decided. 

The Chairman. Has your Department established who has the 
responsibility for caring for the poor? Is it just Medicaid? Do we 
have any other plan? 

Dr. Helms. Well, again, the low income and the indigent are a 
substantial part of the study. We are even trying to analyze the ef- 
fects of the tax reforni le^slation on this. The Federal Government 
has a certain responsibility but I don't think in any sense are we 
going to say that the Federal Government should take all that re- 
sponsibility. 

The Chairman. Dr. Helms, I was in social work many, many 
yoars ago and I remember coming to a conference in Washington, 
DC, on health care and remember recommendations — resolutions 
and recommendations that were passed. At that particular time — 
this was before medicare, of course — recommendations were being 
made to establish a system where the Government could do certain 
things. Since then health educators and people in the health field 
have studied it. We continue to study the problem. We know there 
is a need. 

Why haven't we dene something about it up to this time? 

Dr. Helms. Well, because I think that is what Professor Rein- 
hardt was getting at. Proposals that would wipe out a major part of 
this insurance industry are just not politically realistic. 

The Chairman. Do you think that the proposed plan, the US 
Health plan, if you have read it, do you think that it is designed to 
wipe out anything? 

Dr. Helms. I have not had the chance to study it in detail. I 
think the financing part of it is probably not realistic, but I do like 
certain features having to do with prepaid plans. 

The Chairman. Since you brought up the financing end of it, I 
have a chart here that shows that back in 1967, U.S. health care 
expenditures were in the neighborhood of $50 billion. In 1980, it in- 
creased to $250 billion. Today, in 1986, it is in excess of $400 bil- 
lion. 

If it continues to go at this particular rate, it will definitely 
exceed 12 percent of the gross national product. Now, the question 
that comes to mind, can we afford to exceed that or can we better 
afford to set up a system that has cost containment and, at the 
same time, provide care at either 12 percent of gross national prod- 
uct or less? What choice do we have? 

Which would be better? To continue what we are doing or to 
come up with a plan that can modify the situation to the point 
where the delivery system can be made available to all regardless 
of income? 

Dr. Helms. Mr. Chairman, let me say that it is very difficult for 
any economist to say what appropriate percent of the gross nation- 
al product should go for health care. 

1 think that the health insurance industry is going through a 
change, and I think it needs to be speeded up. But one of the big- 
gest difficulties that all economists get into is trying to predict the 
future. I read somewhere recently that Mr. Penner, of the Congres- 
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sional Budget Office, said we economists can^t even predict the 
past. I would like to see a system that gives a lot more incentives 
for everybody to be efficient. In that sense, I think that what per- 
cent of the GNP ends up going for health care would be a matter of 
consumer choice as opposed to Government mandate. 

I do not think governments can really regulate this in any very 
efficient way. 

The Chairman. Has your Department designed such a system? 

Dr. Helms. We have taken several stabs at it. The Congress 
hasn't paid much attention to our previous attempts. We hope 
when we come out with a catastrophic plan that we will have some 
reform features that the Congress will be interested in. 

The Chairman. I don't know of any plan that has been submit- 
ted that deals directly with the problem that we have been discuss- 
ing or that in any way would resemble putting in place a national 
health system, at least not one that has come from your Depart- 
ment or any other department of the Federal Government. 

Dr. Helms. Well, the Department of Health and Human Services 
did put forward, in about 1983, several plans, one to change the tax 
treatment of health insurance to get at the problem I thinli Profes- 
sor Reinhardt v/as talking about. 

The Chairman. But that was not a catastrophic health plan, was 
it? 

Dr. Helms, Not in that sense, but it had several features that we 
felt got at the main problems. We also proposed a plan to restruc- 
ture Medicare to improve catastrophic coverage for Medicare re- 
cipients. 

The Chairman. I remember those particular struggles and re- 
member what took place at that particular time. However, the con- 
stant reminder to the Congress was that things were costing too 
much, that we couldn't afford more than what was being recom- 
mended. 

Dr. Reinhardt, as an economist, can we afford a national health 
plan? 

Mr. Reinhardt. There is no question we could afford it. There is 
no question we could spend 12 percent of the GNP on health care 
yvithout harming the economy. Whether you may want to do that 
is, of course, another question. Perhaps with some impudence, but 
to make a point, I attached to my formal statement a picture of our 
allegedly budget-conscious President in which he boldly takes 
credit for spending this fiscal year, $26 billion on agricultural sup- 
ort progranis. I read that that program's cost is expected to go to 
30 to $35 billion in the next fiscal year. This is money that goes 
primarily to induce farmers not to grow food, and much of it winds 
up in the pockets of well-to-do farmers or agribusiness. 

It is my view that a Nation that can afford to pay that much 
money to prevent the growing of food, and that spends so many bil- 
lions on weapons of dubious quality could easily afford to spend 12 
percent on health care if that is what it takes to keep our system 
both humane and the best in the world. 

The other thing that is often overlooked which I point out is that 
it is a little odd that we salute as a sign of national health when 
expenditures on automobiles go up but somehow as a sign of major 
calamity when health care expenditures go up. 
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One really has to ask ultimately in either case, are the expendi- 
tures we make worth the benefits we buy with it? 

I think we want our physicians to live well. I don't think there is 
a national mood to underpay physicians. 

I think we want our hospitals to have balanced budgets and our 
nurses to be well paid for the work that they do. 

The product delivered by the health system is much appreciated 
by the American people, and thus I think this Nation will have no 
trouble spending 12 percent or so of the GNP on health care if that 
burden is fairly shared by the people. 

In fact we could afford an even looser and more expensive 
system and not mortgage this country anymore than it is, in fact, 
being mortgaged in many other more dubious ways under current 
Federpl policy. 

The Chairman. Dr. Flemming, what is your opinion with respect 
to. No. 1, the need which you have emphasized, and second, can we 
afford it. Do you agree with Dr. Reinhardt? 

Mr. Flemming. Mr. Chairman, in my opening statement, I think 
I did point up my own convictions relative to the need. I just think 
we face a desperate situation in this country in this area at the 
present time £ind it is growing. You have talked about the number 
of people who are uninsured. Back in the latter part of the 1970's 
that number— as I recall, it was around 27 million; it is now, on the 
basis of the figures that I have looked at from the Census Bureau 
and so on, moved up to approximately 40 million and it keeps 
growing. 

We are not solving it in any sense of the word at all. Our system 
is a patchwork system. There isn't any question about that at all. 

I find myself following Dr. Reinhardt without any difficulty at 
all in terms of his comments on our system and in terms of his 
comparison of what we confront in this country with what people 
confront in other countries where there is a national health plan in 
effect. 

Research of the other countries he mentioned, of course, has a 
national health plan. As he said, the kind of situation that we con- 
front you can't imagine existing in those countries. 

In terms of— let me say this. I followed Dr. Reinhardt all the way 
through to his specific proposal. I recognize that if we have a na- 
tional health plan that there will be two tiers, but I see no reason 
at all why we should settle for anything less than exists in the 
other countries. In other words, that 90 percent of our people 
would be under the universal health plan and maybe 5 to 7 or 8 
percent of them would opt to be on the outside. 

I do not see any reason at all why we have got to settle for 20 
and 80 percent. Of course, I recognize that the poor are really up 
against it, but the thing that I am struck with is that under our 
health care system we tell people that you can't be helped or assist- 
ed in any satisfactory way as far as long-term care is concerned 
unless you spend down your resources until you become one of the 
poor. 

In other words, that situation to me is intolerable and so that I 
feel that we must move for the kind of a plan that is reflected in 
your bill. 
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On the cost side of it, as I indicated in my testimony, as I travel 
the country, as I talk to audiences oftentimes of older persons, but 
other times made up of other age groups, I am franldy an advocate 
for a national health plan and I tell them that I feel that you are 
providing the Nation with the kind of leadership that we need in 
this area in introduction of this bill and the content of this bill. 

I have questions and answers always afterward, and the first 
question I will get is, well, aren't you dreaming when you are out 
here advocating something like this when we got $200 billion defi- 
cits and we hav9 a national debt over $2 trillion and so on, and I 
know that that is an issue, and I know it is an issue that we have 
to confront. 

But I try to then talk with them about Canada and the United 
States and the fact that 20 years ago we were both in vhe same 
boat as far as our expenditures for health care, about 6.6 percent 
gross national product. 

Canada in the early 1970's put a national health plan mto effect 
including cost-containment features just as your bill contains cost 
containment features. Where are they today? 

They are at 8.4 percent. I suspect— I know you can go up there 
and some people will feel there are some things that are not in 
that package that ought to be in it and so on, but the point is that 
research has access to adequate health care up there. 

They got over that particular hurdle. But here W3 are at 10.7. 
We have jumped from the 6.5 of 20 years ago and we are up to 10.7. 
We have still got roughly 40 million people on the outside looking 
in. 

Well, there is something wrong with that. We are spending 
money that falls under the label of health care which really isn't 
health care. The best example of that that I can think of is the mil- 
lions we spend on determining whether people are eligible for Med- 
icaid and that gets more complicated all the time. 

We keep spending more money on it, not less money on it. What 
good does that do anybody as far as health care is concerned? That 
is money down the drain. ^ 

We make it available to research, and that opens it up. For re- 
search you don't have to spend money for that particular purpose. 

As I indicated to you, former Secretary Phil Lee, former Assist- 
ant Secretary for Health, really believes that the savings that are 
built into a national health plan plus the kind of cost containment 
that is included in your bill could add up to the fact that we could 
have a national health plan without an increase in our present 
GNP. 

Now, he may be a little overly optimistic in that, but he is an 
expert and he follows this constantly day in and day out. But as- 
suming he is, n we have to go up to 12 percent, are you telling me 
that we can't afford 12 percent of GNP in order to at long last im- 
plement the right of access to adequate health care — that doesn't 
make sense. 

We do have it. We do have the physical capacity to do that. I can 
talk about things that we are spending money on that we don't 
need. I am encouraged over the fact that the Congress at long last 
is beginning to bring defense expenditures under control. 
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Of course, I agree with Dr. Reinhardt and I agree with George 
Will, we are the most undertaxed democratic democracy in the 
world and we can get additional revenue in that particular way. 

I like your package. I might like something else. I think Dr. 
Reinhardt has made a couple suggestions here on getting revenues 
that are important and I might like to drop out some things and 
put in some things. 

But the point is we can put together a package that would estab- 
lish the trust fund on which people could count and that package 
can be put together in such a way that it will not undermine in 
any way the fiscal integrity of our Nation. 

The Chairman. Thank you. Dr. Flemming. 

I agree with you. I think we can put together a package. I think 
Dr. Helms has stated that the administration shares the concern of 
this committee and the advocates of a national health plan. 

There is a difference of opinion as to what can be done. There 
seems to be also a difference of opinion as to the number of people 
that are underinsured or uninsured. 

I don't see how that difference can come about because that 
comes from the most reliable source — the Federal Government. 
However, there is difference at least at this meeting. Dr. Flem- 
ming, you raised your hand? 

Mr. Flemming. Just one additional point I would like to make 
based a little bit on Dr. Reinhardt's point. He said he likes, obvi- 
ously, the thrust of your bill. 

But he says he wonders whether we can really move forward 
with this kind of an approach in our present political and moral 
climate. 

I am a little more optimistic on that. I feel that out of the grass- 
roots there is a political and moral climate that will respond to 
leadership on this. 

The people out there are very, very unhappy over this situation. 
Well, a lot of them are suffering. 

A lot of them are scared to death that their families will be put 
in tha?: particular position and so on. 

But they have not had a handle to take ahold of. The introduc- 
tion of your bill, holding of these hearings, and the other hearings 
that you will hold and then if the other committees pick this up 
and begin holding hearings, will give them a handle to take ahold 
of and I can guarantee you that the Members of the House of Rep- 
resentatives and the Senate are going to hear from che grassroots 
on this. You asked another witness a little earlier whether there 
would be a coalition on this. 

There will be a coalition — there is a coalition on this in the proc- 
ess of forming, and it is going to be one of the most broadly based 
coalitions that we have seen on any issue over the period of the 
last 20 or 25 years. 

It cuts across political lines. It cuts across ideological lines. It 
cuts across economic lines and I think that there is a political and 
moral climate out there which if we give them a handle, give them 
something very, very specific to react to, is going to respond in a 
way that will surprise the Nation. 
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The Chairman. Dr. Flemming, I think you read my mind be- 
cause I was going to bring up this matter of the coahtion and in- 
clude Dr. Helms in this particular discussion. 

The truth of the matter is that we have a situation where Dr. 
Helms and his Department do not agree completely. He does agree 
that there is a need to do something. 

But he doesn't agree with the recommendations that we are 
making. On the other hand, Dr. Helins, I find that there are no rec- 
ommendations forthcoming from your Department with respect to 
this matter; is that correct? 

Dr. Helms. Absolutely not. The President has asked for a report 
by the end of this year. That report is being prepared. The Secre- 
tary hay not seen the analysis yet. We are discussing this within 
the Department, going over the analysis, identifying a good set of 
options from which he and the President will decide what they will 
proposs. 

But there will be a definite plan as I have said, and I think it is 
going to be concentrated on the problems of catastrophic care. 

The Chairman. The President made such a statement, and there 
was great response throughout the Nation. That, I think, is what 
Dr. Flemming makes reference to. The people of the United States 
are ready for something. 

My refei ence to the fact that nothing has been forthcoming from 
your Department or the administration is based on what I know to 
be a fact as of today. The fact that you will in the future bring 
something to the Congress is something that we will await with 
great anticipation. If it is going to address itself to the problems of 
long-term care, catastrophic care, and those things we have been 
discussing, we can assure you that the Congress will take a look at 
it with great interest and use it to great advantage. 

You stated that you had not read the piece of legislation that 
this committee has presented. May I recommend that you do? 

It is not perfect and if you can improve it and send a recommen- 
dation to this committee with the support of your Department and 
the administration and call it by some other name, it is perfectly 
aU right with us. 

What we want is to do something. The need is great and while 
you have acknowledged this great need, you have not quite agreed 
with the urgency of the situation. 

Do you think there is a possibility that the coalition we talked 
about, and you heard about in our aiscussion with respect to coali- 
tion, could include your Department? 

Dr. Helms. I have no way of knowing. At this point, we must 
first decide what we are going to do. To the extent that our propos- 
als are consistent or inconsistent with your bill, a coalition would 
be something I think we might consider. 

The Chairman. At least we have an assurance then that some- 
thing will be forthcoming soon with regard to this subject matter 
and that we will address our atte;.tion to it. At that particular 
time, we may be able to sit down and talk about means and ways 
of coordinating our activities and coming up with a plan that could 
make some sense. 

Dr. Helms. Mr. Chairman, we certainly can't object to that. 

The Chairman. Right. 
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Since we seem to have reached at least one item that is in agree- 
ment, I wish to thank the witnesses for your testimony. It has been 
most interesting and most informative. I like the fact that experts 
disagree >m the method. You don't disagree, I don't think, that 
■ roblem. It is that problem we want to attack. If we can 

uv. . ... a bipai'tiban way, I think that may be the way to go. We 
have to do son ething. Dr. Helms, Dr. Flemming, and Dr. Rein- 
hardt, and we tako your recommendations seriously and we thank 
you for your appearance this ai'ternoon. 
The hearing is adjourned. 

[Whereupon, at 1:34 p.m., the hearing was adjourned.] 
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APPENDIX 

PREPARED STATEMENT OF DOUGLAS A. FRASER. CHAIRMAN. HEALTH 
SECURITY ACTION COUNCIL, HASHIUGTOH, DC 



Mr. Chairman, Members of the Committee: I am sorry 1 am unable to appear 
In person at the September 12, 1986 hearing on H.R. 5070, the USHealth Act of 1988. 
The dates earUer selected for this Initial hearing were compatible with my schedule. 
Regrettably the current hearing date conflicts with a long-standing earlier commitment 
1 have outside of Washington. 

I have been particularly eager to appear before this committee because our « 
Health Security Action Council and its companion organization, the Ccmmlttee for 
National Health Insurance, have had a deep and continuing Interest over the last 17 
years In seeing that a eomprehemiive solution Is achieved to this nation's worsening 
problems. We need to make available to the American people a decent level of 
affordable health services. 

We are dismayed by the continuing erosion of protection and the series of 
proposals by health policy makers which offer partial, Inadequate solutions to major 
problems which require comprehensive, universal approaches. 

We therefore applaud Congressman Edward R. Roybal and his colleagues for 
Introducing a new effort to provide an essential program. We hope and expect this wIU 
re-stimulate the debate, brlr« about renewed examination of the Issues and proposed 
solutions, and eventually offer the American people needed federal, state and local 
leadership In providing priority Health services not now available to too many Americans. 

A Massive Problem 

The most important single fact the American peopla need to know end understand 
Is that the number of Americans without any public or private health Insura. e or with 
inadequate protection has been Increasing year by year. • According to the federal 
government's National Center for Health Services Research (Department of Health and 
Hur.an Services), 50.7 million Americans under age 85 have no private health Insurance, 
Inadequate protection, and no coverage from public programs. The persistence * and 
increase In this large population Impose major costs on all of our society. 

leaving a Job doesn't necessarily provide protection. Almost 85 percent of the 
uninsured are working adults and their dependents (1983). One-lhird of the unprotected 
are ehlldren. 

Medicaid has proved not* to be 'a major source of financing of medical care 
needed by the poor. In 1984, it covered less than 40% of the poverty population and 
had become primarily a supplemental insurance plan for those receiving medical services 
under Medicare- Only one quarter of Its expenditures went to pay for actual medical 
care for the poor under 65. 



;0 :X 



The problem of inadequate health care protection is pervasive, nationwide, and 
a present dan^r to the well-being of our country. 

New Thresta 

The American health care system is in chaos, as busines? and labor, providers 
and consumers seek to find effective means of controlling esculating prices and costs. 
Many economists are congratulating Americans on how well inflation has been contained. 
But health services prices continue their excessive rise. In July, 1986, compared with 
a year earlier, there was only a 1.6 percent increase in all prices. In the same period, 
niedicai care prices increased four and a half times more rapidty (7.6 percent). And 
notional per capita expenditures on health services have reached an all time high. 

Workers wages and the incomes of those on fixed pensions and Social Security 
have not increased at nearly a commensurate rate. Employers, pressured to contain 
runaway health costs, hawn sharpy escalated Insurance deductibles, co-Insurance, and 
employee premium-sharing. The Congress and the federal government, faced with 
monumental annual deficits, seek in part to reduce them by gradually shifting the 
responsibility for the payment for health services for the elderly and disabled to private 
employers and the states. 

One of the newest crises has arisen as American corporations, led by the LTV 
Corporstlon, the giant steelmaker, began to terminate retiree health benefits foi.* which 
they have been committed for years. It Is troubling to. hear business spokesmen now 
refer to retires health insurance, not as deferred compensation, as the U.S. Department 
of Labor and others have always characterized It, but as an unfunded liability for which 
the corporate employer does not necessarily have a continuing obligation. Some 7 
million retirees now protected by employer health plans, partlcvlarly those not yet aged 
65, are both astonished and threatened by the possibility that they may lose long- 
expected health services protcctbn at a time when the workers are no longer b part 
of the work force. 

Fragmented Approaches 

The experience of the lest several decades has taught ls that, in the absence of 
a comprehensive universal national health program, serious inequities and runaway co3ts 
are inevitable. We have further seen demottstrated that fragmented approaches to 
solving problems of health services are usually futile, expensive and frustrating. Special 
projects for some of the poor, proposals to compensate ho^Itals for portions of services 
for which they don't get paid, plans to require employers or their lald-off workers to 
maintain insurance protection for several months after lay*^ff, the establish n'lent of 
state risk pools to provide Insurance coverage for "uninRirable", usually h«niu?«Jop€d, 
persons are well meaning steps In the right directbn. But over for*y i»eir!» 
with these kinds of limited proposals have showTj they don't ro far enob.; . v> ijitYsd- 
meaningful protection to the Increasing tests of millions cf Americans tfi t-v;t yit:V.'. 
or private Insurance. 
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And H is contrary to good public health policy to revive proposals for types of 
so-called catastrophic health Insurance which do not pay for real health catastrophies. 
It is counterproductive to suggest that the health of the elderly and severely disabled 
would be improved if the social Insurance basis of Medicaro were destroyed by requiring 
actual or disguised welfare-orienc^d means testing for Medicare beneficiaries. 

We are, therefore, pleased to see that H.R 5070 takes a comprehensive approach 
to American health care. It offers protection for eveiyone. It establishes a full range 
of needed benefits and provides for safeguarding the quality of care for which the plan 
will be paying. It focuses appropriately on the priority health needs of the nation, 
Including an effective long term care program. It recognizes the importance of consumer 
participation In policy development. 

We believe the plan, as structured, can be cost-effective and, at the same time, 
provide needed consumer and patient protection. As you well know, the approach in 
this bin, In one form or another, has been adopted by almost every Industrialized or 
seml-Industrialized nation, except South Africa. 

There are aspects of the legislation which we believe could be strengthened or 
modified. Our own Council has been at work developii^ a new national health proposal 
which we hope, before long, to announce and which we believe will provide an approach 
to a national health program which will be aimed at the same objectives as H.R. 5070. 
However, H.R. 5070, and you, Mr. Chairman, who has introduced It, do a real service 
to the American people and to the Congress in reopening the d^ate on the need for 
comprehensive change and on proposals to bring about essential alternatives to the 
current methods of financing and delivering needed health care services. 

We look forward to cooperating with this Committee In a serbus new examination 
of the issues and proposed solutions. Above all, we are pleased that it Is your Intention, 
Mr. Chairman, that they are to be discussed In the context of universal citizen 
participation, a comprehensive benefits plan, and health system reorganization. 



The Health Security Action Council is a national consumer-oriented health policy 
and action organization of national leaders and a network of labor, business, women's, 
youth, senior citizen, education, religious and farm organizations. Its aim is to develop, 
promote and secure the adoption of measures to improve the nation's health* 
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PREPARED STATEHEHT OF BARBARA A. ROHAIl, R.n., M. ED., PRESIDENT. 
RE.HAB ASSOCIATES. INC. & SPORTS MEDICINE CENTER, WEST SPRINGFIELD. MA 
Hr. Chairman end Hembers of the Conuaittee: 

I an Barbara Rohan, President of Re-Hab AsBOciates, Inc. »nd the 
SportB Medicine Center in west Springfield, HaBBachuBettB, I am 
appearing before the committee today on behalf of the National 
ABBociation of Rehabilitation FacilitieB (NARF) of which I am a 
member. We are very pleaBe6 the committee and itB chair arc 
taking Buch an aggresBive role in addreBBing the health ncedB of 
all AmericanB and particularly the need to addresB cataBtrophic 
injuricB, and the concomitant cataBtrophic expenseB including 
long term care. 

NARP iB the national voluntary organization of community baBed 
rehabilitation facilities. ItB memberBhip includes over 600 
facilities including freestanding rehabilitation hospitals, 
rehabilitation units in general hospitals, outpatient 
rehabilitation facilities and vocational developmental centers. 
They serve over 700,0000 perso;:s with disabilities annually. 

The objective of medical rehabilitation is to restore people who 
suffer from illnesses, injuries or congenital deformities to 
their maximum functional level. A recent Btudy by HARP revealed 
that the average length of stay in these facilities ie 34.1 days 
and the average charge per case exceeds $15,000 with charcjes 
ranging considerably higher for certain injuries. These figures 
reflect only Inpatient medical rehabilitation costs. These coots 
are catastrophic for any individual or any family with a member 
who suffers fron a stEoke, brain injury, spinal cord injury, 
various forms of arthritis, congenital deformities and other 
major traumas. Over 80 percent of the people sent to 
rehabilitation hospitals and units return home. Only 17 percent 
are referred to skilled nursing facilities. Rehabilitation 
services include physician services, rehabilitation nursing 
services J physical, occupational, p.peech language pathology and 
audiology services, psychological and social services, recreation 
therapy services as well as equipment end supplies. 

Many rehabilitation patients require extensive outpatient 
rehabilitation services delivered by either freestanding 
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outpatient facilities, home health agencies, hospita.l outpatient 
departments and rehabilitation agencies. 

We connend this corooittee for addressing the tremendous cost:i 
BfiBociAted with a serious illness or injury and for proposing a 
mechanism to meet these expenses. We urge the committee, in its 
consideration of any final proposals to the Secretary, to look at 
the need for catastrophic health insurance which addresses both 
inpatient and outpatient medical rehabilitation needs for the 
total population - the employed, unemployed, underemployed, the 
poor and the Medicare population. We also recommend that you 
include long term care insurance in any final recoramendation. We 
make this statement in view of all our facilities' professional 
experience with the catastrophic and long term care needs of 
rehabilitation patients whether the services are delivered at 
home or in an institution. 

Catastrophic insurance is generally defined as coverage for large 
health care expenses, usually measured annually and caused by the 
onset of a seriouB chronic illnecs or an accident resulting in 
recurring, costly treatment and, frequently, repeated hospital 
admissions . 

The comnittee has, I believe, already heard extensive testimony 
about why existing health coverage does not adequately addresu 
tvie needs of many patienti. The problems in Medicare, . Medicaid 
and commercial health insurance are magnified IBB fold when 
focused on a patient needing rehabilitation fittvic^s. There are 
glaring gaps i;i coverage ana payment for patients needing 
rehabilitation services and disabled individuals with residual 
impairments whc incur continuing costs for medical , health and 
personal care needs. 

Most Americans have some form of health insurance. However, it 
may be limited by maximum dolJar expenditures and/or the scope of 
covered services. Medicare and Internal Revenue tax subsidies 
help pay Cor these extraordinary expenses, however, there are 
over thirty-five (35) million Americans who have no or limited 
health care in-jurance. There are also thirty-six (36) million 
Americans with dicabilitiec. Of this group approximately one 
third do work and receive no public asaiBfcanCe. One quarter are 
receiving public assistance but are not working. The balance 
receive public assistance aiid 5 percent of them work. However, 
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the nature and extent p£ their health care coverage is noc well 
known. 



Studies show that half of those who spend more than $5*000 per 
year for msdical expenses ere in institutions. 1.3 percent of 
the population accounts tor more than 50 percent of all charges 
in short stay hospitals, and this pattern holds across all age 
groups. If data on long stay institution? is added* 
approximately 2 percent of the population accounts for over 60 
percent of hospital and institutional care expenses each year* 
Bigh family costs tend to be concentrated on one family member. 
Also* high cost illnesses are repetitive and result in repeated 
hospitalizations* and* these costs began before and continue 
after the year measured in the studies. Disabled Medicare 
beneficiaries use nearly twics as many Medicare services as the 
elderly and use them more at every expenditure threshold. 



The most recent study from the Mation<il Center for Health Care 

Statistics show that 

a fifth of the nation's 80 million families incur 
'catastrophic* out-of-pocket medical expenses-^costs that 
absorb an abnormally high percentage of their total income. 
Nearly 16 million families spend 5 percent or more of their 
annual incomes on out-of-pocket medical costs* even though 
these expenses average under $500 a year in nearly a third 
of the canes... Half spend 10 percent cf their earnings on 
medical care* and over 3 million families US'; at least 20 
percent for the same purpose. Hospital care is the biggest 
expense fcr the '.o million families with Icrge medical 
bills. Nearly half of the money by families in the 10 
percent bracket* for example* goes toward hospital inpatient 
services—nearly twice as much as for families as a whole. 

Hltile some of the 16 million families incur catastrophically 
high e^ipensea In spite of fairly comprehensive insurance 
coverage^ mosu face a combination of little or no insurance 
co~*erage and low income. In fact* two-thirds of families 
with high out-of-pocket medical expenses have incomes below 
the federa:ily set poverty line. Many of these families are 
headed by an unemployed person under 18 or over 65 years of 
age. Among those with some public or private insurance* 
coverage varies according to the ratio of direct expenses to 
costs of families in the 5 percent er:penditure bracket* but 
covers 28 percent of the total costs for those in the 20 
percent category. Conversely* the share paid by Medicaid 
And prjvatn insurance declines as out-of-pocket expenditures 
rise in relation to income. 

Besides spending a large portion of their inccnne on medical 
caro* families with hish out-of-pocket costs account for a 
disproportionats shar^ of the health care expenditures of 
O.S. families as a wholr. For example* families in the 5 
percent expenditure ^rracket account for more than 40 percent 
of all health care expsrditu res; those in the 10 percent 
group are responsible for a quarter; and families in th*; 20 
percent expenditure group account for 13 percent. 



Our memoers have found that rehabilitation patients easily 
exhnust their health care coverage or require extensive services 
which ara not covered. In either event the patient and the 
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Camily, i£ a fnmily support system exists, are confronted with 
excessive financial burdens fo; the services. If the patient 
is unable to pay, our facilities must decide under what 
conditions to provide the services. Many non-profit facilities 
are required by their charters to serve patients without regard 
to their ability to pay which nay cause esccssive financial 
burdens for a facility. 

A brief study of insurance coverage by NARF has revealed that 
rehabilitation services needed by patients depends upon whether a 
patient is hospitalized, since nonhospital custodial or skilled 
nuroing honie care or extensive home health care is frequently not 
covered except under Medicaid and partially covered under 
Medicare. 7his li:Dited coverage, which is dependent upon 
hospital stays, does not address chronic illnesses or 
disabilities which require intermittent hospitalization and home 
health or nursi.ng care. 

Additionally this study highlighted the problems that exist 
under commercial health insurance with coverage for 
rehabilitation services. Recently the Waahirsnton carried a 

four part series on the experience of a Virginia family when 
their 20 year old son was in an automobile accident and suffered 
severe head injuries. This article traced his care from the 
shock/traur^ center through his rehabilitation. The excellent-, 
series highlighted all the emotion, time and money which a family 
experiences when a member suffers a catastrophic illness. 

The second article in the series highlighted the problems the 
family faced when he was ready for rehabilitation. When the 
family sought to have him moved to a rehabilitation unit in a 
local hospital, (which is a NARP member) they discovered that 
their health care coverage through the federal government, a 
health maintenance organization (BMO)^ Kaiser Fermanente did not 
cover rehabilitation services. The article notes that the son 
had been in a trauma cenher hospital for 78 days before being 
transferred. According to NARF*a recent study the range and 
length of stay once a patient is referred for rehabilitation 
services for a head injury is from 12 to 80 or more days. Again, 
this is only for the inpatient hospital rehabilitation stay and 
does not account for the services needed after discharge from che 
hospital. 

With respect to this particular case the bJllo were sky high. 
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The Bhock/traucB chargee alone vete over $1BB,B29» The family 
had never ttorried about bille befoEe, aBBuning that the medical 
inBurance through the father's employment covered all 
poaBibilities. The family, like many familieB, had no reaBon to 
believe That they would find themselveB without ccvei'ag^. Once 
th« Bon began to emerge from a coma and qualified for a 
rehabilitation center, KaiBer Permant • ' Btated it would 

pay none of the cost, estimated at v a. 0,000 p«r month, for 
rehabilitation at a rehabilitation center near their home. The 
family, upon reviewing the benefit booklet which had been 
supplied, found at the very end of the list of exclusions under 
''What Is Not Covered" an exclusion for "the services of a 
rehabilitation center." These types of exclusions are not 
uncommon in commercial insurance coverage and are particularly 
common with BHOs. Frequently, a company wil 1 say that the 
services of a rehabilitation hospital are not covered because the 
hospital does not meet the plan's definition of a hospital, 
usually because it requires surgical facilities on the premises 
and does not recognize a contractual arrangement with another 
local facility. A second frequent type of ^xr^ I union, cited in 
the article is that the insurance does not ''^e which is 

primarily for reliabilitation, convalescence or custodial '*are. 
However, this particular health plan would cover 1.00 day^ year 
if the son were in a nursing home as opposed to a rehabilitation 
center. The family's only other option was to qualify for 
hedicaid but the only state approved Medicaid facilities were 100 
miles away. 

After a secoi d opinion and repeated interviews the BKO agreed to 
pay for four mure weeks of care i.n a general hospital while the 
son received speech and physical therapy. It still would not 
promise to pay for long term rehabilitation once the son left 
the hospital. Eventually it agreed to pay for only €0 days of 
rehabilitation care in the rchabil it:ation unit of the local 
hospital . 

When interviewed, the company statej that it tries to predict how 
many catastrophic bills it may incur and, while it may be willing 
to absorb "our fair share of cases like this," it did not want to 
price its product out of the market and suggested that families 
obtain major medical policies for an additional montI:.ly premium. 
The Pgst noted that major medical policies can be difficult to 
obtain and that Kaiser and most BHOs simply 'do not offer them. 
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AlmoBt a yeai: After the injury, the son continues to make 
progress in the rehabilitation unit. After intervention by the 
governor, the hospital was qualified by the state to treat 
Medicaid recipients. One wonders why obtaining coverage had to 
be BO difficult! 

Existing coverage has a high institutional bias. If services arc 
to be received, they are generally available only when a patient 
remains in a hospital setting. Bence, there is often 
inapproprie.te institutionalization and unnecersary care for soAne 
patients, and inadequate or unavailable services for others. 
After hoBpitalizfition, a patient is frequently referred for 
outpatient services, home health care or skilled nursing care. 
When a patient's coverage is exhausted or the needs less intense 
services which are not covered such as nonskilled services, 
simple custodial care, respite care or home health aid care, 
these services are withheld. The patient's health may decline 
demanding readmission to a hospital and the cycle begins anew. 
So do the costs. These problems are becoming increasingly acute 
as our nation ages and as medical teclinology saves more people, 
but leaves impairments requiring extensive rehabilitation 
services. Those over age 65 will comprise 17.3 percent of the 
population by 2B20; those over 65, 2.4 percent. 

The objective of medical rehabilitation is achieved through 
integration of medical and social services. As noted, the types 
of injuries and illnesses which are treatrid by rehabilitation 
medicine include spinal cord injuries, stroke, head injuries, 
amputations, coft tissue injuries, arthritis, major fractures and 
others. Hospitals specializing in rehabilitation medicine and 
treatment developed from early models such as the Institute of 
Physical Medicine and Rehabilitation in New York. There are 
slightly over 500 rehabilitation hospitals and units throughout 
the country. They are licensed by the states where they are 
located and accredited by the Joint Commission on Accreditation 
of Hospitals or the Commission on Accreditation of Rehabilitation 
Facilities. They alsc qualify under the Medicare Act as 
hospitals. There are over 600 outpatient facilities offering 
some level of rehabilitation services. 

The primary function of such facilities is to provide diagnosis 
and treatment of patients for specified medical conditions both 
surgical and nonsurgical. The characteristics of freestanding 
hospitals and rehabilitation units di<:fer little from those of 
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acute care hospitals except their services are focused on fewer 
treatkaent areas. The average length of stay is longer because 
the objective ie restoration of impaired functions which 
generally follow serious disease or injury. Once a patient is 
released, many requ.*r<» outpatient and hone care services. Some 
disabled people require continuing institutionalization when home 
and community care are Inadequate. 

While the emotional benefit of personal independence may not be 
measured in dollars, psychological, physical and financial 
independence can. Recent studies of rehabilitation patients who 
are medically and vocationally rehabilitated show thac for every 
federal dollar invested the person's earnings incrlase $1B per 
hour. Cost studies of Btrf?K» re^^ivU Station also show 
considerable return on the investment in services. A person who 
is not rehabili*:ated costs V>92,736 in 1980 dollars wore to 
support than a rehabilitated patient living at home. The average 
cost for a stroke rehabilitation program is $8,0e0-$ll,500 in 
1980 dollars. This results in average savings of $81,250 to 
$84,740, again in 1980 dollars. 

In view of the problems of coverage and payment of rehabilitation 
services, MARF recommends the following to the committee 
pertaining to BR 5070, the O.S. Health Act of 1986: 

A. COVERAGE 

Any final proposal from the committee should recognize and cover 
rehabilitation and the complete spectrum ot the patient's 
rehabilitation and long term care needs. Catastrophic costs are 
a continuing fact for the rehabilitation patient, the family and 
others, particularly those with long term disabilities. The 
challenge is real and solutions must be realistic. Any policy 
definitely should have catastrophic health insurance as an 
addition to or replacement for existing benefits, not as a trade- 
off for or limitation on other benefits which may further burden 
a majority while benefiting only a few. HR 5070 does this, 

B. F0PULATI0H8 

Any final recommendation from the committee should cover all 
populations including the poor, working poor, unemployed, 
employed, and Medicare and Me'dicaid beneficiaries. HR 5070 does 
this. 
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C. COBTIHUUH OF CARB SBTTIIIGS 

Any final recommendations should recognize that services are 
delivered in alternate settings reflecting the continuum of 
rehabilitation care and should be covered for payment. These 
include rehabilitation units of general hospitalp, freestanding 
medical rehabilitation units, hospital outpatient departments, 
comprehensive outpatient rehabilitation facilities, 
rehabilitation agencies, skilled nursing facilities and the home. 
Delivery of services at or yhile at home as opposed to continued 
institutionalized care should be emphasized, except when not 
medically advisable. The final measure should clearly state that 
services delivered at any of these sites are covered and that 
these sites are covered providers. 
D . SERVICES 

Coverage of services offered under Part A and B of Medicare is a 
starting point for a basic package of rehabilitation services. 
We are concerned that the Medicaid categorically need package of 
benefits does not adequately address all reeded rehabilitation 
services. In addition it should provide for the long term care 
needs of rehabilitation patients by expanding services such as 
unlimited home health, outpatient rehabilitation, respite, adult 
day, home health aide and psychosocial rehabilitation services. 

B. FIHANCIAL TSnSSBOU) 

Any proper: il for catastrophic health insurance should include a 
deductible amount as a percentage of income over a period or as 
a minimum annual expenditure. HR 507B proposes a maximum annual 
out of pocket expenditure of $1,50B for basic health care and 
long term care. 

F . FIBAllCIliG 

HR 5070 relies upon HMOs for the delivery of services. Given 
rehabilitation facilities* history with HHOs to date, we find 
this distrubing for a number of reasons. First for the non 
Medicare population federally qualified HMOs must provide only 
two months of rehabilitation services. As noted in the story 
above and in reports from our members, HMOq either do not provide 
this services or provide limited rahabilltatlon services, not 
comprehensive programs through experienced providers. To date 
similar problems have occured with Medicare beneficiaries. HMOs 
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are not well educated about the benefi'cB of rehabilitation both 
In terme of long tern coet BavlngB, lowering over all admlBslone 
and returning people to their naxlmun functional capacity. 

We recoininend the bill be amended to aBBure that BHOb If used as 
the focal point for the delivery: 

o provide comprehenBlve rehabilitation services both 

short and long tern 
o use existing Inpatient and outpatient providers 
o be subject to quality assurance reviews to assure an 
adequate number and level of services are being 
provided. 

We are prepared to work with the committee as It grapples with 
these difficult Issues. 
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PREPARED STATEMENT OF JOYCE V. ROMERO, SECRETARY, KANSAS DEPARTMENT ON AGING 

We can only estimate the numbers. The 1"84 Current Population 
Survey of the U.S. Bureau of the census, estimated there are 35 
million uninsured Americans. In a 1986 report, the National 
Council on th'f Aging estimated there are 40 million persons in 
the United states who lack health insurance coverage. The U.S. 
senate Special Committee on Aging reported in 1985 that there are 
3 million people age 55 to 64 who are without insurance; probably 
at least 10 percent of the total uninsured population. 

It is this suh-group, the older population, which concerns the 
Kansas Department on Aging. In a 1979-1980 study conducted for 
the Department ("Needs Assessment Survey of Non-Institutionalized 
Older Kansans"), the total percentage of persons in the sample 
(n=2r501), all age 60 and over, who did not have any form of 
insurance* was 4 percent. However, 11 psrcent of the respondents 
aged 60 to 64 did not have private health insurance or lledlcaid, 
and of course were not; covered by Medicare. This group is most 
at risk. For both the C5 to 74 and the 75 and over age groups, 
only 2 percent were without insurance. 

For oldfcr persons without insurance, whether they are uninsured 
in the work Torce, widowed, divorced, or have retired early, it 
can be a long and expensive wait before reaching age 65 when 
Medicare is available (at which time they are also eligible, if 
they can afford it, to purchase a Medigap policy). 'I'here is a 
great probability that if uninsured, a chronic illness could 
impoverish the elderly. According to a recently released study 
by the U.S. House Select Committee on Aging, two-thirds o£ 
individaals and one-third of couples aged 66 and older will spend 
themselves into poverty within 13 weeks if stricken by a chronic 
illness that requires long-term care. 

Currently not one group insurance policy exists for older adults 
who are not yet 65 years of age. People who need insurance but 
are not yet eligible for Medicare had better be prepared to pay 
extremely high premiums. For example, two years at,o Marie Herbel 
of Wichita, Kansas was paying $77 per month for her group 
insurance policy. When she retired her individual premium 
increased to $234 per month. She- was not yet 65 so she was not 
eligible for Medicare and she could not get a group policy 
bec?use none were offered. 

If someone is unemployed or perhaps works only part-time and does 
not have insarance or has been left uninsur.ed through widowhood 
or divorce, they most likely will not be able to afford private 
insurance. They just have to hope they will be able to "get-along 

The U.S. Public Health Service conducted a four state survey of' 
rural physicians this year in Kansas, Missouri, lova and Nebraska. 
A clear majority, 70 percent, of the physicians reported a 
decrease in their patients' abilities to pav for care. Addition- 
ally, 59 percent reported their patients t,i\iter? to seek treatment 
until tr»vlr health problems were advance-o . Rather than pr«ntlce 
preventive health care, the patients hoping their c. , litic^g 

would improve so they would not have to see a doctor; ^bvicnnl^ 
this was not the case. 

These are Indicators of an uninsured or minimally ir»9ured popula- 
tion. While the sarvey did not report the age breakout of the 
physicians' p^atients, you can be sure that a significant number 
were over aye 60. Besides the fact that the fonar states nil ■ 
a large elderly population"', it is also kno"n thi&t the eldr^^-^Vv 
visit a physician more than twice as often as the younger 
population. 

Something roust be done to address this problem. Too many 
Kansans, too roany Americans, do not seek medical care because 
they can not afford to, and i.iany others wait too long to obtain 
care because of the expense, at which time their conditions may 
be chronic. Forcing people to rely on Medicaid is not the best 
way to solve the medical indigent problem. The uninsured are our 
newest class of "have-nots"; a class we could help. 

The Kansas Department on Aging urges the «I.S. House Select 
COiamittee on Aging to act on this issuf? on behalf of those 
persons who are without insurance protection. 

JVR:SW:mj 
9/15/86 



* Note ; In 1984 the percentage of elderly in t^; four mid-west 

statesi Kansas » 13.3%; Missouri ■ Vji.6%i Iowa « 14,"^ 
and Nebraska « 13.4%. 
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Since we are unable to attend the hearing on H.R. 5070, we are writing 
to offer some comments on your proposal. 

Cancer Care, Inc. is a voluntary social service agency which, for over 
41 years has offered comprehensive social services to cancer patients 
and their families. We have offices in New York City, Long Island, 
and New Jersey, and have recently opened a new office in Los Angeles. 
We are conipletely dependent upon contributions from the public and 
foundations. During our '84-'85 fiscal year we served 9,984 patients, 
and the call on our services has increased markedly. 

Cancer Care's services include individual and group counseling, help 
with planning for the care of the patient, and some financial assistance 
to eligible families to help them meet the costs of heme care plans 
and transportation to and from treatments. We are also utilizing a 
special foundation grant in 3 boroughs of New York City to assist certain 
medically indigent patients with payments for cancer therapies. During 
our '84-'85 years, we disbursed $864,000. >Ve anticipate the total for 
our '85-'86 year will be $1,010,000 and are planning for even more 
disbursements next year, $1,077,000. 

In addition to our direct services to clients. Cancer Care maintains 
a vigorous public affairs program and responds to legislative and policy 
issues relevant to the needs of cancer patients and the catastrophically 
ill, in general. 

Cancer Care has riany times in the past advocated for a national health 
insurance program that would provide adequate coverage for cat&strophic 
illness, especially coverage for appropriate and sufficient home care 
and other out-patient needs. What we mean by this is home care thst 
is not predicated on the current Medicare acute care model which allows 
for only part-time and intermittent home health aide services if the? 
patient requires a skilled service. 

Ynn Pfln have a^ serious an illness as cancer and need help at home without 
^ecessa?iW requiring a skiUed service. Most of the elderly patients we are 
helDinrnLncial rare not eligible for Medicare's home health services. Others 
ari reLilr/^ we are enabling them to get more home care coverage 

because their condition and situation warrant it. 

We are. therefore, gratified that the intent of H.R.5070 is to "^^^e aw^ 
Medica;e's current Imphasis on the acute care model for the de^lwery of hom^ 
health services. We would have preferred, however, to have this more clearly 
spelled out the legislation, and we hope that this will be rectified. 
We are pleased timl the proposal includes coverage for '"^"'"^diate care facili^^^^^ 
in addition to skilled nursing facilities, remedial /ehab.litaUve care, 
orescribed drues. dentures, prosthetic devices and eyeglasses. However, we 
hop^ ha? you^w 11 see fit also to include coverage for social work counseling 
sin« such counieling helps patients and their families cope more effectively 
with the stre^^es and strains of illness. 

We wish to commend you. Representative Roybal, for presenting this Proposal 
which, after so many years, reintroduces the concept °f « ^'^^ 
insurance program which would provide a one-t,er system °^'"«dlcal care o^ 
all Americans. We hope that this proposal will be given the serious consideration 
which it deserves. 
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According to Education Reaearch Services, only 34 percent of 
Anerica'a public school districts provide fully paid family 

percent of the public ochool districts provide 
fully paid single coverage. The cost of purchasing group family 

prohibitive for far too many education%mployeesr 
wniie the consequences for not being covered are devastating. 

The average teacher salary for 1985-86 was $25,250, while the 
*^«'n2n teacher families in 1985 was approximately 

^'^^^^ °^ purchasing family coverage - even for 
tnose witn access to group rates - represents some 17.5 percent 
of an individual's take hoir.e pcy for the average single-income 
^Im^iV L*"^ P"««nt tor the avlrage teacher 

family. But there are many teacher families whose income is far 
below the average. And adequate family coverage is even farther 
out of reach for many education support employees, as well"" 
retired education employees of ail job classif icatiSSs! 

«,«5J!fii^\?? continue to rely on private health insurance 

Jif inrriiJ perpetuate the inadequacies and deficiencies 

of tht current system. There is a role for 1C:;j1 and state 

?«5';ms^' fSrP'?T"^J?.^"^^?^ ^'^^^^^^ insurance? at the 

very least, for all public employees. The reality is that auch 

SSria^orable!"^^ ^"^^ " °"' ^^'^ tJeJdf are 

If we are to ensure quality health care for all Americans, the 
«S2«iMhHo'?!!*"J »"8t play a leadership role. Therefore? we 
subscribe to the following principles. 

PrinciplfeS of a n^it^ ional health insurance plan 

is i*h!^r''Mahr%^*'?? t*'*'^^ ^° a"o'd«ble, quality health care 
IS a basic right of all Americans. 

-«i7^ legislation should be built on the 

!« if^f""" *^^2V^.°***'^*^ insurance established in sunh programs 

as Medicare and Social Security, and should not be means-te'sted. 

J. A national health care program must be universal in scope 
*"2.u???f®"f"°^*® ^" coverage, including preventive, acute, 
renaoiiitative, and long-term services in and out of the 
hospital . 

4. Federal health care legislation should include specific 
standards for quality assurance. 

.^t* V^^ national program must help contain health care costs by 
requiring prospective budgeting, to be worked out on a state-by- 
scace basis. ' 

6. The administration of the program should be a state 
responsibility, with specific minimal standaids governing access, 
quality, and cost containment. 

7 The federal program should encourage innovation in the 
development of organiied systems of health care delivery and 

8. A national advisory board with equitable representation of 
consumert and health care providers should be established and 
empowered to make recommendations to the executive and 
legislative branches for future development of the program. 

9. Nothing in the federal program should force public 
employees in states which have established their own statewide 

w 75 plans to become part of the Medicare system, nor 

should It discourage the development of comparable state health 
programs. 

Conclusion 

Mr. Chairman, we applaud your initiative in introducing H.R. 
5070, and we welcome these hearings as a aign of renewed 
Congressional interest in a truly comprehensive health care plan 
for all Americans. Your bill properly combines a number of 
related health programs and extends benefits in areas whare such 
extensions are sorely needed. Although we have not had 
sufficient opportunity to explore the many facets of this far- 
reaching legislation, we concur with its effort toprovide access 
to quality health care, and we will be glad to work with you and 
your staff in encouraging further action on a full national 
health care plan. 

We recognize that in a time of continuing deficits and 
Congressional efforts to deal with the national debt, financing 
will certainly be a sensitive issue. It is imperative that the 
funding sources of a national health care plan be stable and 
adequate to do the job properly. 

The urgent need for a comprehensive health care plan compels 
us to reexamine our national priorities. It ia our hope that 
this reexamination will result in the development of programs 
which provide quality health care and quality education and 
ultimately result in the strength and prosperity of our people 
and our nation. 

Thank you. 
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The Chairman. Thank you, Ms. Futrell. 

Vn,?u ^¥ questioning first with Ms. Gordon. 

cT^fncr f ^ 1 testimony of both Ms. Futrell and Dr. Sabin. I am 
gomg to ask you one general question. I don't want you to 5 
through and de«:ribe again the problems that you have bein 
having but I would like to ask you this question, and that L what 
role do you believe the Federal Government should play in proTect- 

nLt^n^' ^'^^ f".T costs of catastrophic andToS-term 

illness? Do you agree with what Ms. Futrell h^ been saying and 
what Dr. Sabin has said. Do you have a plan of your own^ Pefhtps 
you can give us some direction. remaps 

M^t?.hf^T- ^ t° "^l^^ Sabin and Ms. Futrell. 

My husband and I have thought about this since being asked to 
participate on the panel as to what we thought the G^vSnment 
couW do in order to ^sist us. Some type of national insurance pro- 

Sn":i!,^ldX^S'^ ^'^^ *° ^^^^"^^^^^ 

The Chairman. Now, in the past, Ms. Gordon, there have been 
several bills presented that are designed to put in place a national 

Jhf Z',-?^ T? -^"^ °f the United Spates hSdone nothrng 

about It. It IS my contention that the main reason for that is that 
the general public has not expressed sufficient interest in putting 
in place a national health plan. putting 

Do you believe, Ms. Gordon, that we are ready for it now"? 

Ms. Gordon Probably. With modern technology todarmore ar d 
more peoples lives are being saved, so therefore it is begSnTng to 
v^'^ and more people and I think as it touches those ifves 

dioutthpr/fn."fh*V'' ^ ^"^/f the working 

the Government to get involved. 
The Chairman. Thank you. 

J,o^fi,^'lin^"' tol<i the committee that the lack of a national 
h^^i^h plan is a national shame. I agree with that. 
Ms. Futrell. Yes. 

rv,Jii^fS"^f'i*'^^" I have made that statement before. 1 have also 
t^P wnin ^t^t«.™ent that we are the only industrialized nation in 
the world outside of perhaps one that does not have such a plan 
^ «7?°.°5^ ^^^^^ *° pay much attention to it. ^ 

What do you think we can do as Members of Congress and the 
general voting public to arouse more attention, to let%eople know 
sho ,ldl°^^ ^™^TT^^"^hut other bills have been SrSced thS 
^ f? f ^""Y ^° ^« g^t attention called to these bills and 

to the fact we are trying to do something. 

Do you have any recommendations to make to this committee as 
^^Tv'jhat we can do to generate that interest? ommuiee as 

fh^^«ff V''5''''''f FJ""^* ™e say, Mr. Chairperson, I think 

that attitude of the public is basically one which reflects a lack of 
information. I wou d suggest that perhaps the general pubfic is not 
aware of the.severity of the problem as relates to health care and 
most people m America probably would be of the assumption that 
If people want health care they can get it, all they hav^to d?is Jo 

true ''^"''"^ '"^"y P^°P^^' that is nl? 

I think that we do have to highlight the problem. We do have to 
make it a national priority and we can do that through the midia! 
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we can do that through the hearings which you are holding, we can 
do that through organizations such as the National Education As- 
sociation and many others which can publicize this issue in their 
publications, and publicize it when they work with different 
groups. 

I think we can also call upon the leaders of the country to talk 
about the need to make sure that in America, the most affluent 
Nation on Earth, that all people have access to qualitj^ health care. 
Those are some of the ideas I would suggest for making the people 
in the country more aware of the problem, and to get support for 
this idea. 

The Chairman. Ms. Futrell, do you think it is possible to form a 
coalition between Menibers of Congress and the education commu- 
nity in an effort to bring about this change that just must come? 

Ms. Futrell. I believe that it is possible to form a coalition with 
Members of Congress, the education community, I would also say 
different constituency groups such as those representing the senior 
citizens, those representing children's groups, representing working 
families, et cetera. Sc I think it is very possible to form such a coa- 
lition and we would be happy to participate. 

The Chairman. Is it possible, Ms. Futrell, to start talking then 
about a committee that would start looking into the means and 
ways in which such a coalition could be formsd? Is it too early for 
that? Can we start now? Or shall we v/ait until next year some- 
time? 

Ms. Futrell. No, I would suggest we start now. In order to get 
the bill through the committee, through the two Chambers, it is 
very important the people understand why this bill is being moved 
forward. If we begin the coalition now the coalition could be used 
to help not only inform the general public and to inform our mem- 
bers, but could also be used to help build strategic and help build 
support for the bill. 

The Chairman. It is my opinion, Ms. Futrell, that the senior citi- 
zen community is ready to move. They understand what the prob- 
lem is. Many are in that two-thirds of elderly who have, after 13 
weeks, declared bankruptcy simply because they have not been 
able to meet those payments. Too many go without any help at all. 

I think that that community is ready. 

The educators as you have indicated, are ready. So I am going to 
ask Dr. Sabin and see what he thinks about the medical profession 
being ready. 

Dr. Sabin, you made quite a statement with regard to a national 
health plan. You said something to the effect that it must be pre- 
paid total health care for the American people. I agree with that. 
But again, you know we have been struggling over the years with 
bills that have been introduced in the Senate and in the House, but 
nothing happens. 

Can we form such a coalition now and start generating the inter- 
est that is necessary so that the people make the Congress move. 
Will, in your opinion, the medical profession be a part of that 
movement? 

Dr. Sabin. Let me start from the back. 

The Chairman. Yes, sir. 
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Dr. Sabin. The medical profession is no more unanimous in their 
judgment than are the people of the United States unanimous 
about anything. 

While there are people in the medical profession who would sup- 
port this, I am quite certain that many would be opposed to it and 
very, very strongly opposed to it as they have been to all new ini- 
tiatives that have been enacted and now actually are of great bene- 
fit to individual medical practitioners. 

However, it seems to me that national health insurance without 
a change in the current system of remuneration, reimbursement 
for services, will not have the impact that you are looking for and I 
know you said that in the long run one hopes that health mainte- 
nance organizations of the best possible type will become the 
means by which health care will be provided. 

However, it seems to me that if we are going to merely go on 
with the old system and provide some additional means for reim- 
bursement, we may forget the need for the long term. I think the 
long term should begin now and I know one cannot do things im- 
mediately and although I have not been in the practice of medi- 
cine, I have had to deal with patients, and what a doctor has to do 
when he is faced with a serious problem is first of all, relieve the 
pain as well as we can which would be transferred to the present 
problem, to provide means for immediately relieving the kind of 
situation that Ms. Gordon, for example, has described, and others. 

We cannot allow the people to continue to suffer for decades 
until the long-term thing is provided. I think that sort of thing will 
defeat any national health insurance. 

Now, it is obvious to me that it will — that any change in reim- 
bursement, any change that will move total care physicians who 
are properly trained — you cannot take a general practitioner now 
or a family health practice physician and make him a total care 
physician. It requires training. 

But ultimately I think that change must be on a prepaid basis to 
make it affordable, to make it affordable for the Nation, to make it 
affordable for the individual. 

Now, the public I think should also be informed more that the 
changes that need to be made are not a consequence of inflation 
and other things, they are not a consequence of that. 

They are a consequence, as I said in my initial remarks, of the 
explosion of new knowledge which has made the practice of medi- 
cine at the present time quite different from what it was before 
and to me the situation that is different we can use the old ways of 
paying for it. 

The Chairman. Dr. Sabin, as you know there is going to be oppo- 
sition and there has been in the past to Social Security, Medicare, 
and everything else. Some Members of Congress will oppose it. 
Members of the medical profession and educators and people all 
over will find some objections, some opposition to almost any plan. 

But that is part of the democratic way of doing things. This com- 
mittee, I think, has a responsibility to try to get the various ele- 
ments together to find a solution. It is all exploratory, but some- 
where down the line I think that the only way we can come to 
some solution and actually be able to pass legislation is that there 
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be do?e^"*^ coalition. Without that I don't think anything can 

hiS-fVo)?^ inquiring of the three of you is do you see that possi- 
r^tll I ^ optimist. I do see that possibility. You are the ex- 
perts; do you see that possibility, Dr. Sabin? 

1 1*?'^- ^ Remain an optimist in the face of very difficult prob- 
ems. But you know, you cannot wait to deal with a serious prob- 
tem such as this by the gradual pressure exerted by coalitions. 

Hnn^f^;^^ J^^^^^^^'^T*^?^; necessary-but the commercializa- 
tion of medicine and health care in my judgment must stop, 
fi,- t know the best way— maybe if I think about it I wUl 

think of something else-I don't know the best way of achieving it, 

SLL ^'^'i^^^'"^ so'"^ immediate relief of the 

misery that should not postpone continuing pressure on the totally 

caiTsP^^T^fhTnU f^^'fP^-f, insurance in the United States b^ 

cause 1 think that will reduce the cost so it can be afforded, be- 
cause many people will say we cannot afford it, you see, and of 
course you say we can, but there are always priorities. 
i« inflffi T must. So perhaps your legislation as it 

IS intended to do two things, provide for immediate relief within 
the present system of operations and at the same time beein not 

rvl?yTn%hP uS S%^°-Pl«t« reorganization of hSStliTa?; d2 
livery in the United States on a prepaid basis. 

The Chairman. Thank you. Doctor. 

Mr. Regula. 

Mr. Regula. Thank you, Mr. Chairman. 
co^^'-Tvwu-^"' ? reading your statement and interestingly you 
say. Nothing in the Federal program should force public Imploy- 
ees who have their own system into a public system.'^ 
hoi;^ Qf ^ consistent with probably NEA's opposition to 

SfliV^fh ^^u^'"P^°y"^^^' particularly teachers, put into Social Secu- 

J I .yM""^.-^ Sood system. Is that NEA's position? I am talk- 
ing about the retirement system now. 

Ms. FuTRELL. Yes. 

Mr. Regula. This would be consistent with that stand? 

ww^" ^^ic^lly what we are saying. Congressman Regula, 
Lt fLv I 7/ H""^ systems which are of comparable standards 
that they should not be forced to participate; but what the national 
sSI?d<,TnJ the States, you must meet certain 

standards and so we would look at those States and right now I be- 
lieve there are 13 States which have such health care programs for 
stendS '^""^'^ ^ expected to measure up to the 

«n^?na5S^" Well, of course, as always, one of the problems of 

^vi^f^m f o fl^^'*T v.? *,h^* who are put into that 

system are those who are least likely to be covered by another: and 
yet the costs oi providing that then would not-you would not Want 
all taxpayers to pay for it because I assume that if individuals have 

^y^^"" that meets the standards, they 
Should not have to, I assume you would :not want them paying a 
tax to support the Federal system— or would you' y ^ 

Ms. FuTRELL No. But I think what we can do is what occurred 
*^ff"'?^.^H^^?T'cf"°'".^hat I understand, when we first put into 
effect the Social Security Program. We allowed the people to vote 
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as to whether or not they wanted to operate out of their old system 
and in many States they voted to opt out and to opt into Social Se- 
curity, and in others, they decided to stay with their system. 

I think that once the program is put into place— and I am opti- 
mistic that it will be passed and will inevitably become a reality— 
that at that time in those 13 States the employees would have the 
right to decide whether or not they want to participate. 

But if they decide not to, they would have to meet minimum 
standards and we would have to look at how that would be funded. 

Mr. Regula. And you would assume they would not pay any tax 
toward the cost of the national system just as they don't pay any- 
thing toward the cost of Social Security. 

Ms. PuTRELL. We would say, unless some other regulation— but 
we would have to look at that very closely. 

Mr. Regula. I think it would follow that the cost of the national 
health system would be borne by those who would benefit from it 
as we do in the case of Medicare; is that correct? 

Ms. PuTRELL. That would be correct. Prom my understanding, I 
should say. 

Mr. Regula. OK. Thank you. 

Thank you, Mr. Chairman. 

The Chairman. Mr. Bonker. 

Mr. Bonker. Thank you, Mr. Chairman. 

Ms. Gordon, we appreciate so much your being here today and 
know how difficult it must be for you to share this story which we 
have read about in the Washington Post, but I think it is a valua- 
ble contribution to our understanding of what can happen to any 
family. 

^ As we attempt to better understand insurance and health care, I 
think your case really provides an illuminating example of what 
can happen. As I understand, you are a manager working for 
AT&T. 
Ms. Gordon. Right. 

Mr. Bonker. And your husband is a manager at Safeway? 
Ms. Gordon. Yes. 

Mr. Bonker. Two of America's premier industries, if you will, 
probably offering better health coverage than most companies. 
Ms. Gordon. Yes. 

Mr. Bonker. At least better than what the Pederal Government 
provides. I can attest to that. 

And if you are saying to us that both of you working for promi- 
nent U.S. companies that have generous health programs, and you 
consider yourself underinsured, and if you consider yourself under- 
insured, then I think it is safe to assume that almost all Ameri- 
cans, if that is a definition, must be underinsured. 

But I rather imagine that you are more in the category of cata- 
strophic. 

Ms. Gordon. Right. 

Mr, Bonker. Rather than underinsured. 

Did you feel as though you were underinsured prior to this trage- 
dy? 

Ms. Gordon. No. No, as I stated earlier— my husband and I 
always considered ourselves very fortunate, prior to this experi- 
ence. 
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Mr. BoNKER, You have how many children? 
Ms. Gordon. Three. 

Mr. BoNKER. You have three children, so you have run the 
gamut of doctor checkups and vaccines and everything that all of 
us struggle with. 

Ms. Gordon. Right. 

Mr. BoNKER. You always felt your insurance policies were ade- 
quate. 

Ms. Gordon. Right— up until this point. 
Mr. BoNKER. OK, 

Ms. Gordon. But up to this point, I never have had really a 
major catastrophe affect me as well. 

Mr. BoNKER. So we are talking basically about catastrophic. 
Before I get to that, let me aay I think there is a category of under- 
insured and I think that represents the vast disparity that exists 
among companies and insurance firms and how these things are 
negotiated. I don't know how anybody can sort through an insur- 
ance policy and fully understand the nature and extent of his cov- 
erage. 

I certainly cannot in the coverage that we have 
The Chairman. That is right. 

Mr. Bonker. We have not even begun to dwell on the complexity 
ot insurance policies and the forms and who pays what. I reallv 
don't know. ^ 

I don't know when I am taken, as a matter of fact, when I get to 
the point of who pays for a checkup and x rays and the whole 
gamut of things. 

I think that is another dimension to this issue. It is very com- 
plex. Unless a person has a master's degree in accounting or engi- 
neering I don't know how they wade through all these forms. But 
we won't get into that. 

I think what we should focus upon for the moment is how this 
government can at least provide protection against catastrophic ill- 
ness in cases like yours. And President Reagan has focused on this 
issue ^ has the chairman of this committee in legislation that he 
has offered. It is one thing to not have insurance for whatever 
reason, it is another to be fully covered and then to be completely 
wiped out by such a tragedy. 

^ Now, you have heard the chairman talk about the need for na- 
tional insurance. In your given situation it is not so much national 
insurance so it would apply though it would apply to many others, 
but it IS catastrophic protection. 
Ms. Gordon. Right. 

Mr. Bonker. In those policies that you and your husband had, 
they are probably fairly redundant, are they not? 
Ms. Gordon. Yes, basically photocopies of one another. 

Mr. Honker. You both pay 

Ms. Gordon. Right. 

Mr. Bonker [continuing]. Premiums for your respective insur- 
ance policies. 
Ms. Gordon. Right. 

Mr. Bonker. And still when a situation like this occurs, the lim- 
ited coverage leaves you short. 
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Ms. Gordon. Right. It is basically if you read most health insur- 
ance policies, read the exclusions. We had never done that before, 
it you notice the hst of exclusions are almost always related to 
long-term catastrophic illnesses. 

Mr. BoNKER. Why were you both paying insurance premiums 
when one insurance policy would have been sufficient for your 
family needs? *' 

Ms. Gordon. Probably because we wanted to make sure we had 
enough insurance if anything should happen. And I guess we fig- 
ured we did. If one had insurance and the other one had it, where 
one lett ott the other one could pick up. It always worked that way. 

Mr. BoNKER. So you were overly insured compared to most 
Americans who rely on one insurance policy, and still it didn't do 
much good. 

Ms. Gordon. Right. 

Mr. BoNKER. Did both insurance companies terminate coverage? 
Ms. Gordon. At the same time. 
Mr. BoNKER. At the same time. 
Ms. Gordon. Yes. 

Mr. BoNKER There was no way of stretching it out where one 
insurance—did you try that? 

Ms. Gordon Yes. We tried to see if mine would pick up where 
my husband's left off. ^ 

Mr. BoNKER. And 

Ms. Gordon. The issue was that if one insurance company who 
sent an evaluator out to evaluate my daughter's progress and de- 
termined that It was slow, and it was not to their benefit to contin- 
^^a7 decided that the other one went along with it. 

Mr. BoNKER. Were insurance companies fairly sympathetic'? 

Ms. Gordon. No. 

Mr. BoNKER. Or bureaucratic in dealing with your problem? 
Ms. Gordon. No, strictly business. 
Mr. BoNKER. All on the computer. 
Ms. Gordon. You got it. 
Mr. BoNKER. Yes, OK. 

Dr. Sabin, just one question for you. During the previous break 
for voting my staff informed me that he took his 5 year old into a 
physician s office the other day for a preschool checkup and she re- 
ceived her poho booster vaccine and it cost $15, and he has a good 
memory, and when his older child went in for a similar vaccine 7 
years ago now it was $4. 

What about drug companies and the enormous costs now associ- 
ated with medication or prescriptions like that which you have 
made possible m this country? 

^^-.Sabin. Drug companies are not at fault. They have the re- 
sponsibility of making a vaccine in accord with the requirements of 
the Government and they do that. Yet, they are submitted to the 
litigations which are unjustified and improper, to be decided by 
juries which has raised the cost of insurance against litigation to 
such a point that vaccines in developing countries that buy these 
same vaccines in large quantities, may cost like, a dose of polio vac- 
cine may cost less than 2 cents, a dose of measles vaccine which is 
also required prior to entry into school may cost less than 10 cents 
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In this country it has skyrocketed up to an incredible level. And 
I regard this as a shame and I regard it that the only thing that 
could stop it would be national legislation that would do away with 
litigations of that sort, so that any problems that might arise 
would be handled in a manner similar to workmen's compensation 
or where committees are made up of just those competent to judge 
will judge the issue, but no jury trials where you put up something 
impossible— most of the time it is not in any way related to the 
vaccination. 

So I am not at all sure because I have not had time to read 
whether the forthcoming legislation, congressional legislation will 
do it but from what I have heard it won't. It doesn't go far enough. 
You have got to do away with litigation. 

The epidemic of litigation in the United States is a very serious 
thing and it is nothing that— I think after proper congressional 
action is taken against litigation I do believe that the drug compa- 
nies should charge only a very reasonable cost for it. I think the 
present cost is absolutely unsupportable. 

Mrs. Bentley. Ms. Gordon, I am sorry I wasn't here to hear your 
presentation, but I did read the article concerning your daughter, 
and I am very sorry about it. One of the things that has come 
through in this questioning is, of course, you don't know what the 
future holds, and the difficulty you are going to have. 

In another facet of home care and the difficulties, a constituent 
of mine came up to me the other day and said we need to do some- 
thing about making medical assistance available to senior citizens 
who we want to keep at home rather than making them go into an 
institution, and the man said that his mother has developed Alzhei- 
mer's disease. He and his wife want to keep her at home and take 
care of her, but they can get no assistance whatsoever to do it; and, 
therefore, they are going to have to put her in a nursing home 
where she will be covered by medical assistance, and they are 
dreading it, and I understand why they are dreading it. 

Do you think that any plan that we develop should cover cases 
like that as well, that we should provide home care and home as- 
sistance, as well as institutional coverage? 

Ms. Gordon. Most definitely, because since bringing Karen 
home, we have been working with the Visiting Nurse's Association, 
and although they are a wonderful organization, we still find that 
there are times when they run short, there are times when they 
can't provide someone to help. 

Mrs. Bentley. You find that very definitely the home love— and 
"you are our daughter" whispering in her ear and all that has 
been very helpful? 

Ms. Gordon. Definitely. We have seen an improvement in Karen 
since she has been home. 

Mrs. Bentley. Dr. Sabin, I am delighted that you made the re- 
marks you did about litigation, because I think that is one of the 
catastrophes that the whole country is facing, the litigation going 
on. Do you and Mrs. Futrell— I wonder if you are making conflict- 
ing statements. You talked about prepayment for long-term medi- 
cal care by individuals, am I right, or by families, or how would 
that prepayment be made? 
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'^^^ Sabin. The procedure to be used for prepaid health insurance 
\vould have to be worked out on a basis which I am not in a posi- 
tion to go into detail about at the present time, except to say this, 
that people who cannot afford to pay their own fee for a total com- 
prehensive prepaid health insurance, so that no matter what catas- 
trophe happens, that is included. You cannot take things on a 
point— you may need it for now for the present, that is something 
else again. I want to give a pain killer right away, but for the long 
run there should be a very total comprehensive. 

For those who cannot pay, I believe we, the American people as a 
highly civilized compassionate nation, have the responsibility for 
doing for those of our citizens who cannot help themselves. It is our 
responsibility to help those who cannot help themselves, for God's 
sake, we do it for dogs, and if we cannot help the human beings 
aniong us who cannot help themselves, we have passed the stage of 
individualism where it is your own fault if you can't do it. 

I think this nation has a responsibility to those who cannot, and 
therefore, I would assume that in any national health insurance 
that would be based on prepaid comprehensive health insurance, 

iu^ 1^ everything, taking in all care, dental, ophthalmology, ev- 
erything that IS not covered now, preventive, total, I think that the 
nation would have a responsibility for paying this comprehensive 
health insurance for those who cannot; and for those who can, well, 
1 thmk there could be a provision for the individual responsibility 
tor those who can, and national responsibility for those who 
cannot. 

Mrs. Bentley. Supposing somebody can but chooses not to, some- 
body can afford it, they have the means to do it with, but they 
choose not to do so. Then what? What happens if they run into 
a — — 

^ P^: I am hard of hearing, and I paid for this apparatus, 

but it isn t always good. 

Mrs. Bentley. If a person has the financial means to cover him 
or he^elf or his family, and they decide that they don't want to get 
into this prepayment or advanced coverage and then a catastrophe 
hits that family and at that point they cannot afford to take care of 
the catastrophe themselves, what do we do at that time? How 
would you handle that? 

Dr. Sabin. Let me see if I understand the point you are making. 
Let me assume for a moment that prepaid health insurance is 
available for all, one way or another, and the there are families 
who don t want to participate. To me, it is very much the same like 
the public school system. We have education available for all and 
some want to have private schools. That is fine. But they pay for it. 
The nation does not pay for the privilege of having that which is 
above that which is absolutely necessary. 

Now, there was another point you said in case the status 
changes. 

Mrs. Bentley. Yes. 

Dr. Sabin. Did I understand you correctly? 
Mrs. Bentley. Yes. 

Dr. Sabin. Well, you know, it is very difficult to write one pre- 
scription for everything, and I would think that one— the job of 
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good legislation is really to take care by definition of all possibili- 
ties. It is not easy, but it has to be done. 

Ms. FuTRELL. I was going to say, Mrs. Bentley, the program you 
are describing sounds very similar to what I understand the Cana- 
dians have. They have a national health program, health insurance 
program, which is established on provincial lines. However, if there 
are individuals who desire not to participate or who like extra serv- 
ices, they do have the right to go out and buy it, as Dr. Sabin said. 
So if they want their own private physician and do not wish to par- 
ticipate in the plan, they have the right to do that, or if they want 
additional services or want to go to someone else, they have the 
right to do that as well. As we look at the program, perhaps we 
could look at some of the models which are already in existence 
and maybe look at the Canadian model. 

Mrs. Bentley. Mrs. Gordon, you mentioned that you and your 
husband carry identical insurance policies? 

Ms. Gordon. That is correct. 

Mrs. Bentley. If one of you had carried, say, major medical cata- 
strophic insurance and one the other, would that have taken care 
of your problem? 

Ms. Gordon. It depends on what the second policy would have 
covered, but if it would have been a catastrophe type policy, then 
maybe yes, 

Mrs. Bentley. Then maybe one of the solutions that could be 
found rather quickly is offering a choice, let's say, by AT&T or 
Safeway or somebody to their employees, you can either carry this 
kind or this kind and in a family where there is this Idnd, you take 
the other kind. 

Ms. Gordon. That would have been an alternative. 

Mrs. Bentley. That is a recommendation, Mr. Chairman. Thank 
you. 

The Chairman. Thank you, Mrs. Bentley. Ms. Myers. 

Mrs. Myers. Mr. Chairman, I think you are all just wonderful, 
and I agree with almost ever3rthing that has been said, and I am 
very interested in what you have to say, and I am going to talk for 
just a minute, if I may, about some of our problems. 

I sometimes, in leading into this, I give people my 1-minute de- 
scription of the Federal budget. Think of the Federal budget as $1 
trillion, the largest item is defense, that is $300 billion. These are 
rounded figures. The next largest item is Social Security, that is 
$200 billion, and now you have spent half the Federal budget. The 
next largest item is interest on the debt, that is $145 billion. The 
next largest item is Medicare, $80 billion, and with those four, 
those are the big four, defense, Social Security, interest on the 
debt, Medicare, you have now spent 70 percent of the Federal 
budget. Everything else that you can think of is in that top 30 per- 
cent, foreign aid, the farm bill, Medicaid, all of the poverty pro- 
grams, education, student loans, Amtrak, small business, highways, 
clean air, clean water, you name it. If the Federal Government 
spends money for it, it is in that top 30 percent. 

That means that if you look at this, we are talking about an $80 
billion expenditure for Medicare, the fourth largest item, we are 
talking about $25 billion for Medicaid matched by the States, be- 
cause Medicaid is 50-50. That means about $50 billion for Medic- 
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aid, and these are all very rough figures that I am kind of doing 
from memory. So they are not precise, and I think $8 to $10 billion 
for veterans health. 

Now, if we have 31 million uninsured and when we are talking 
about prepaid insurance, I presume those 31 million don't have in- 
surance, because they can't afford it. Now in some cases, as Repre- 
sentative Bentley has said, they could afford it, but they just 
haven't done it. But I would say the vast majority of those 31 mil- 
lion don't have it because they can't afford it, and if we have a na- 
tional prepaid insurance plan, that means that the Federal Govern- 
ment is going to have to pay the cost for those 31 million unin- 
sured. 

We have other problems. Most of those who are insured at this 
time do not have catastrophic, they do not have long-term care. 
You have to spend down to the poverty level before you get any 
help with the Government in long-term care. We do not have ade- 
quate home care. There is a great deal of discussion right now, eth- 
ical concerns that could greatly increase our Medicare costs. 

For instance, I don't think at the current time Medicare will pay 
for heart transplants for anyone over 55. There is a great deal of 
ethical discussion going on about that. 

Now, I guess my question, and I would like you all to react to it, 
if we involve ourselves in all of this, we are mortgaging our chil- 
dren's future unbelievably. We are mortgaging our children's 
future right now. Now, I am not saying that anything that any of 
the three of you have said is wrong. If I could fix this tomorrow, I 
would, and I want to very much. 

But what I am saying is what should be the first step? If you 
agree that we can't do it all at once, should we have prepaid insur- 
ance for those who can't afford insurance? Should we take some ad- 
ditional steps toward providing long-term care or catastrophic 
care? That is our problem. And I don't expect you to solve it this 
morning, but I would like to have your comments on it, and I 
thank you for allowing me to take this time, Mr. Chairman. 

Ms. FuTRELL. Well, first of all, I do not profess to be an expert 
regarding this issue. However, I do believe, as does the National 
Education Association, that this is a very important issue. I would 
say that when we look at the future of America, we have to look at 
the children, and as I look at the children who are coming up now, 
one of the things that scares me is that we have so many of them 
who live in poverty and according to the demographics, about 40 
percent of the children today are in poverty, and that says to me 
that many of those children, if not all of them, are without health 
care other than what they get through the schools or what they 
might get from Medicaid, Medicare. 

So when we talk about the future and mortgaging their future, I 
would have to say that that is, in my naive opinion, not a reason 
for not moving ahead with this item, because if we can give them 
all good health care and a good education, then they will be much 
more productive and much more self-sufficient during their adult- 
hood. 

I would say that as we put together this program, we need to 
bring together the best minds to develop such a program, not only 
as it relates to the health care component by the financing of it, 
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how can we get the information out to the people in the country 
tai Z 'ZT ^T'^tn^^ ^"l* the best support, the best 

wonlH hi^^ children but for all people of America. That 

ZiJ i-fl"?^ P''™^''^ ??"'=«'-",-.If we don't, would they want to live 
totif J'^^ ''^ ""'ff^'yv! a life knowing that they can't afford 
health care, won.!d they want to live their life knowing that if they 
Jefrs'fvfir'^ ^K^i '^'^ heing cared for during the ear!J 

E ""^Z^^, *hey would not have had some of the problems 

they had in school or later in life. piuoitms 

==>fV^®1?il^ priority is can we develop a comprehensive univer- 
^hildrei? '^'^ "^^^ ^^^P people and especially the 

tio^?''ti?^r'''- You would address them first, which was my ques- 
incr Vw """^ °! ^i"^'^ problems should we address first, consider- 
ing that we can t do everything next year, would you say the 31 
million uninsured would be your first step*? 

caS^P '■^*her not take such a specific position be- 

cause I would like to have us look at this problem very very care- 

S' Jp7«n^r"^f^ ^""Z ^^^'h the most comprehensTve 

plan we can. I wou d prefer a program that would allow all people 

nponlf '^^'^f ' '^e'^ * ^° *hat, I would rely on the advfce of 

peop e who know more about this than I do, because you are nSt 
just talking about young people, you are talking about old people 

wprp ^^^'^'T Mrs. Gordon who thought they 

were adequately covered only to discover they were not ^ 

r«nX i i'^'L^'''^iu^°°M* ^y^^^^s such as the ones in France 
ervhoHv ""^^Tu *hey started. Did they start covering eS 

S©i^vll*dt".SlMC?hat'^ ^^^'"^"^ P^"^ ''""'^ 
anlwIr^hSioS?^^ "^^"^^^^ *he panel wish to 

old^r'tw"^ '■^■^T''^' 'i^^^^ obvious that I am quite a lot 
denlv r«n.^ kLii fiT ^^'^ "mortgaging our children, it sud- 
to whJ l Tf"'.^i'*l*he bell went back more than half a century 
effp^f fu^'lu-** undergoing a social revolution in 

fhp .-^ *i Y^. ^^^^ ^^^i'^ aiid again and again, and yet 

the gross national product about half a century ago and even more 

tfon^i"^""^ hy comparison with our present gross na- 

morS /c^n there just is no comparison, you see. So the issue of 
.^.^[p^f 1,^?^ 'Children I personally believe, does not belong. The 
of thp TInVpH cannot afford a proper health service for the people 
thine .Vnnf ^^*f*^'J -"^""i** ^^"5° he inclined to say, knowing some- 
thing about what IS being done in this country, that we can. 

thp r? 2"^'*^°" f how? Now the next question I think, or maybe 
wh«? 1pV^°" ^'^""^ everything cannot be done at once! 

Sfp,' 1%^?/: my opinion, should be done first? Personally f 
nlff f u Au^^ necessary to attack a serious problem in toto. The 
too lil^^^^^^r'f r''' F^L*^** States at the present time arl 
wi^hn ,f ' } ^/hevn that they could be markedly diminished 
t^ be atteJded'tr '^"^^"^ of health care. §o that needs 

aw^v^ °^ whether or not something should be done right 

wmlfr % P^'''°'', "^-h" <*P^''^ * have much more time to livl, I 
would say for people in a hurry, and I am still a young man in a 
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hurry, I would first want to address for those who don't have any- 
thing. People who are turned away from hospitals because— do you 
have insurance? No, I don't have insurance, out you go. You have 
documented how much of that takes place. That is a disgrace. It is 
a national disgrace. 

I would make that illegal, and I would provide those hospitals 
that would take care of them with the funds to take care of them. 
No person should be denied health care on the basis of inability to 
pay. If we can't afford that, let's go into bankruptcy. 

The second thing I would attend to would be those who are un- 
derinsured. Now, I don't know if I would call it a catastrophic ill- 
ness, but 3 years ago, I was completely paralyzed, I died and was 
resuscitated and lay paralyzed for several months, and I had lots of 
Dills. Even though I had Blue Cross-Blue Shield, Medicare and so 
on, I had lots of bills, but I could pay them. 

The point is there are many Americans who cannot pay them, 
and then what happens to them? I think their priorities should be 
considered, while a system to reduce the cost of health care is 
being attended to, at the same time I am not a general practitioner 
who says we don't have the knowledge, we can't deal with this dis- 
ease you have, I will give you something. You have got to give 
something, but you have got to attend to the problem. 

I think that it is necessary to have some priorities, but the ap- 
proach should be a total approach, and when I hear you include 
Social Security into the national budget, I have been paying Social 
Security for more than half a century, and until just about a 
month ago, when I was still getting paid by the Federal Govern- 
nient. Social Security got its bite, you see. Social Security is a form 
ot existing insurance. It is not part of the budget to which every- 
body contributes. Now maybe it doesn't cover everything. But that 
cannot be part of the budget. 

And Medicare, Medicaid— look— those figures can be reduced, 
but in some places they should be increased. Medicaid is not 
enough. In many instances. Medicare is not enough. 

So my answer to you, yes, you need priorities, but you have got 
to attack the whole problem at the same time or else you will go on 
having problems again and again and again, and please— I think 
we can afford it. And I don't think this Nation is ready to go into 
bankruptcy. 

Mrs. Myers. Mr. Chairman, I appreciate very much your com- 
ments, and I don't want in any way for you to think that I am 
being argumentative. I do think that because we have a $2-trillion 
<iebt and a $200-billion deficit, when interest on the debt is the 
third largest item in the Federal budget, that we would not be 
doing our job if we did not concern ourselves with these sorts of 
things. And so in that respect is why I talk about it, and not to 
diminish the importance at all of what you are saying. 

I do think we have to address these problems,^ but I think it is 
going to have to be done with some kind of priority, and just for 
your interest, not that this should be the top priority, the thing 
that I hear the most about from my constituents is the issue of 
long-term care, those people who— they do not realize that there is 
currently nothing that will help pay for long-term care for Alzhei- 
mer s disease or various other problems, the one that Mrs. Gordon 
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has, unless the family is willing to spend themselves into the pov- 
erty level, and then they get some assistance through Medicaid. We 
have made some steps with Medicaid waivers and home health 
care working through the States, but we still have an enormous 
problem there, and that is what I hear the most about from my 
constituents, and I thank you for your responses. 

The Chairman. Mr, Vento, 

Mr. Vento. Thank you, Mr. Chairman. 

You have a very distinguished panel here today. Dr. Sabin, I 
have been here when you have done your work, I must compliment 
you on your recent contribution to the Discovery Science magazine 
article on AIDS that you recently participated in. It was an excel- 
lent article. 

Of course, Ms, Gordon, we welcome you here. I thirk that you 
all too well exemplify the problems that or constituents are ex- 
posed to and are aware of. In real life, I was a schoolteacher for 10 
years, so we have a lot in common, A science teacher, as a matter 
of fact. 

If you look at health care in the country, you find it is not doing 
the job it IS supposed to. Medicare started out dealing with about 
75 perceat of the health care costs for the elderly, and now we are 
down to something less than 40, If you took a vote of the elderly in 
ternis of their opinion of our prospective pajanent system, they 
would be overwhelmingly in the negative. It may help hospitals, 
but it doesn t do much for continuing service. Worse yet, we find 
that these 200 million Americans that don't have this type of cata- 
strophic health care are not aware of it. I think the chairman's 
focus on this today, specifically with regard to the aged, is impor- 
tant because there is no way that the average family in Minnesota 
or any place else can plan to meet this particular need. That is 
almost a definition of what insurance and the Government is sup- 
posed to do—to ehminate the uncertainty that occurs. And that has 
only been aggravated or compounded by the new restructured un- 
derwriting that has gone on as insurance companies begin to evalu- 
ate their deeper pocket risks that they have covered in the past. 
Now because of the low profitability and the high liability, insur- 
ance companies have decided to withdraw from that particular 
marifet. 

As we examine all our insurance policies, health insurance and 
others, you are going to find that there are larger voids if the un- 
predictable and the unlikely does occur. I think that is a good start 
to recognize that factor. You hear a lot about budgets, but the fact 
of the matter is that preventive type of health care can save 
money. We keep saying that, but we don't put anything behind it. 
We have tried to do things with programs like WiC and other pro- 
grams for kids, but it is hard to educate them. You try to meet 
them where they are at. 

You are telling us that more and more young people are in pov- 
erty. There is an interesting debate about this, that the elderly 
today are wealthy and that the young people are the ones that are 
in poverty. I submit that there would be a lot of elderly that wouid 
be in poverty too if certain policies that were advocated by the ad- 
ministration in the 1980's had been successful. That is to say if the 
administration's modifications in Social Security and the reduc- 
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tions and greater reductions, in medicare had all been achieved— 
there would be a lot more elderly people in poverty today; and it 
everybody was equally miserable, I suppose we ought to be happy. 

I find it startling, that conclusion. I think the failure and the 
reason we have this problem is due in some extent to the with- 
drawal of Federal or national programs that exist and the States 
are unable to pick up the entire program. ^ , . , , r v 

We need to do something on a broad basis. I think that I realize 
that none of you are qualified to answer, nor am I, but one of the 
first questions I asked when I ran for Congress 10 years ago is: 
What is the total dollar that we spend on health care? It is ironic 
that here we have the pinnacle in terms of health knowledge and 
of scientific knowledge with regard to health care, we lead the 
world in that. Yet if I evaluated how we apply that on a broad 
basis in terms of our population, there are a few that get very good 
care and many that get very poor care because of the type ot 
system we have of distributing quality health care on a broader 
basis to the people that we represent. 

That is evidenced with the incident with Ms. Gordon and her 
family's problem. I think it is evidenced with the kids that are in 
the classrooms that Mary Futrell is representing here today. We 
are just not doing the job. The fact is that the cost in terms ot 
human resource is overwhelming. You know Dr. Hodgekinson from 
the Department of Education has pointed out that half the stu- 
dents in public schools in the 1990's will be minority students— half 
of them. If we don't do the job in terms of health care, in terms ot 
meeting those kids where they are at and improving it, we have 
very serious problems in terms of our future. 

You can't do much about it, and one of the big parts is they have 
to be healthy. They aren't going to learn if they are not healthy. 1 

trust we can do it. u j ^ t ^.u- i fV.^ 

I also hear the discussions about balanced budgets. I think the 
thing to recognize is th ^t we surely have to, when we have people 
that are going through ;:he thresholds and run out of income, they 
fall right into the Medicare or Medicaid Programs. The welfare 
system is supported by the States and the National Government, 
and that budget is going to continue to grow. In my judgment, the 
growth of the Medicaid budget represents the lack and the ifilure 
of planning and permitting people to plan for their own health 
care needs. , . • 

As that grows and really explodes, we have to do something 
about it, unless we are going to take the view that we are going to 
withdraw and renege in terms of the basic commitment in terms ot 
health care. We have tried every way, through Hill-Burton, con- 
struction funds. I think the mandate is clear in terms of the intent 
of the law, but yet we have not faced up to and are not dealing 

^ But the growth of the Medicaid budget is the failure of health 
care policy in this country. And we have to do something about 
that. It is going to only be complicated by the insurance underwrit- 
ing practices that are prevalent today in terms of withdrawing 
from this catastrophic area. r^u • 

I have no questions, but I want to commend you, Mr. Chairman, 
for the hearing. 
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The Chairman. I thank you, Mr Vento 

inforaK^rmati^^^ but veiy 

Thank you ve ™mu?h. ^ ^""^^ ^^^"^ committee. 

indjfdu"2' 'S'firsTS thl fo^^r"^ distinguished 
and Welfare, Dr. Shur S F^Zitr"^^"^ of Health, Education, 
B. Helms from the 5s Dft,artCnt of I^^- Robert 

and Dr. Uwe E. Reiii£r????ot"&clgf^^ ^^--^^ 
Win you please take your respective seats 

.^IcS^T^y^'^Ll'-I^^ ^'^^ discu^ion, and 

'Sa™eS?oThTaLTH 'SH^' SECRETARY, 
CHAIR, Sn^^ ^MSiro^'^l^itiZ'rT'^'^''^' ^« 
Mr ^S^r^"- "^hank you, Mr. Chairman. 
veJJ"mS'triW"Sv olnJ^-'^-^T^*^-^' l-^PP-ciate very, 
certainly want tHommL vSu '^^^rvf ^^is hearing and I 
leagues for exercisingX^teadeSin^h;^^^^'™^''' ^'^.d. your col- 
nection with this ve:^,*?^^^^^^^ are exercising in con- 

norc^^er'd^ra^J'S' L°"L°b'l^ 

lion are part o^ah^S^^ll^{. ^^^^^'^ ?i" P"vate. Another 10 mil- 
erage. ^ ^^^"'^ P^^'' ^^at provides totally inadequate Sv- 

wfolr^ 'struSinreve? fe^blf """"'^^ S^^^"'^^ ages 
ized nation if the woriS St S 7/ -^'"S^T^y industrial- 
make access to health ca^eTrTgU^for evt^S ^^'"^^'^ 
ti W^mTrTo"^^^^^^^^^^^ and^f Vbelieve that the 
that, at long last? our S oi Sust H^^^^^ ^^^^ 7^^y Relieve 
tional health plan whicKu Sff L 1° ^ i^S** implement a na- 

theTndeFens^We'Sps tff ^^^^^ ^.^^e o'niy way to close 

older persons anf fhe dlsaSSd 'Sd S d.«l^ ^^/vf I'^'^l'^ 
crisis that confronts their ch ldrprl. ^^u\j^^^ ^^f ^^^Ith care 
children. children, grandchildren and great grand- 

ltected°t7ov^^ in 1985. When enacted, it 

costs of the average beSeficia?l *^^^ K^''^""^ °^ care 
The average beneficiarv ^^P^'^^^^^^ ^^^ly 44 percent, 

funds on hLltKe"to7ay"asTo'^y':S?s?^^^^^ °^ - hi« 
glaX"?rin Me"diJir^°^^^^^^^^^ afe' spiraling and there are 

dental care" loss oSS presS^^^^^ ^^'^"'^ ^nd 

es, including home c^re ^' P'^^^^^Ptio'^ drugs, or long-term iUness- 

a -mmeSTel^^^^^^^ is 
approach. We wolldbe conf^oVteS fnThe^ m^an^it^'J^^^^^^^^ 
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W nnnillw ^/^''^^fu ' u ^°"P^ ^o^^^ ^6 left complete- 

ly unprotected from the hazards of the high costs of physical and 
mental illnesses. This would inevitably weaken public support for 
dosmg Medicare gaps and would create tension between age 

«li!?!?K=fiJl5°"/ J.tu^'-al-State program for low-income people- 
^L«=o? fn7^ 't^ 20th anmversary in 1985. There are many weak- 
less tu^ffu^'^ Program, but the most glaring one is that 
i!.f^,oiit ■ <f ^.persons who are living below the poverty line 

=S.=^flP^^''*'S'P^*^ in Medicaid. There are, for example, 3,400,000 
persons 65 and over who are living below the poverty line, yet only 
for^lnn.^ w^^'^f, P^-^tl^tiou, fov example, that Medicaid provides 
tor long-term Illnesses. This protection is better than that provided 
by other public or private plans-but it is available only to a small 
percentage of those who need it. ^ a auidii 

What about the private sector? Dr. Anne R. Sommers, adjunct 
professor at the. Robert Wood Johnson Medical School in New 
Jersey, m an article in the Wall Street Journal, sums up the situa- 
tion as tar as long-term care is concerned in this way: 

The same demographics that create the need for long-term care insurance fright- 
en the insurance industry with the spectrum of costs badly of balance w K 
fordable premiums. The concern is understandable and? certe°n y? so f^^^^^ 
are concerned, it is unlikely that any purely private solution can be found ^ 

hpfSoin^r T''-'^^ do? Older persons belong to a generation that 
has been deeply involved in making Social Security a reality We 
af^omli?3f?f IS possible for America, functioning as a nation- 
al community, to pool our resources to help all of our people, wher- 
ever they live, deal with what the late President Roosevelt referred 
femniJr % °Tt >^^^^s and vicissitudes" which confront the 
femihes of our Nation Our Social Security system is one of the 
world s greatest examples of how a people united can deal with the 
OSS of income because of retirement and the death or disabi ity of 
the family income producer. 

Older persons believe that it is also possible for the United 
btates, functioning as a national community, to pool its resources 
in such a manner as to make it possible for all of our people wher- 

UfTrlZfl^K^^^^ *he "hazards and vicSitide? of 

lite related to the cost of health care. 

.Jr^^^ ^^fJ^^ persons welcome, Mr. Chairman, your leader- 
f]p«lfVi'pr';i^'^T.*^w ^ssue by introducing H.R. 5070, the U.S. 
SsS nr^^pfT^."" rf ^ ^hich will control health care 
costs, protect quality of services and assure access to health care to 

wl.if?^ Q ^^"^-V^l°.?"^^^ the chairman of the National 

Health Security Action Council, expressed it: "This plan-your 

in I'^nsf on ^"'i?''!^^''^'''^ ^^^^^^ '^^'■^ protection to all Americans 
in a cost-controlled manner. 

^J^^ question I confront as I discuss this issue throughout 
the country the question that I confront across the country and 
ttie one that has been covered in discussions for the last half hour 
here: Can we afford it? That is why I am delighted thaTt one of the 
major sections of your bill deals with cost contlinment. 
Holhf ^ recognize that we are spending billions of 

need to spetd '^^''^ *h^* j"'* 
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Twenty years ago, Canada and the United States were spending 
approximately 6.5 percent of their Gross National Product on 
health care. Neither nation had a national health plan. In 1971, 
Canada began to implement such a plan— a plan which also has 
cost containment built into it. 

Today Canada spends 8.4 percent of its gross national product on 
health care; in 1985, the United States spent 10.7 of its gross na- 
tional product on health care— the highest percentage for any de- 
veloped nation in the world. Everyone in Canada has access to ade- 
quate health care; 40 million persons in this Nation do not have 
access to any health plan, public or private. Why this discrepancy? 

An article in the New England Journal of Medicine last Febru- 
ary reported on an in-depth study designed to determine what sav- 
ings we could make in this country in administrative costs in the 
health care field if we should adopt a Canadian-type plan. It was 
concluded that we could save $29 billion a year or about 8.3 per- 
cent of our total health bill. 

Think, for example, of the millions of dollars that we spend to 
determme whether persons are eligible for Medicaid--dollars that 
make no contribution to the health care of anyone. In the private 
sector, think of the millions of dollars that are spent for adminis- 
tration to determine whether persons are eligible for health insur- 
ance policies. 

Then consider the savings that could be made if cost contain- 
ment provisions, such as those in H.R. 5070 were in effect. 

Payments for hospital care would continue to be made on the 
basis of a prospective payment system as is now the case under 
part A of Medicare. Physicians, nursing homes, home health, hos- 
pice, aad ancillary services, including prescription drugs, would be 
paid on the basis of a prospectively set, fixed fee developed in con- 
sultation with health care providers. Future payment increases 
would be linked to increases in per capita gross national product. 
Exceptions to this payment system would be made in the case of 
qualified HMO's, and payments in States with approved State-spon- 
sored cost containment program. 

Yes, H.R. 5070 or any similar bill would call for cost increases in 
order to grant all of our people the right to adequate health care. 
But there would be offsets in administrative savings and because of 
cost containment. These are the kinds of offsets that have held 
GNP expenditures below those of the United States in all other in- 
dustrialized nations with national health plans— plans which, 
unlike our patchwork system, provide everyone with access to 
health care. 

That is why, Mr. Chairman, I believe your estimate that your 
plan, if implemented, would mean that our GNP expenditures 
would go no higher than 12 percent is sound. If anything, it is too 
conservative. 

I am a friend of Dr. Philip Lee, former Assistant Secretary of 
Health, and he believes we can put into effect a national health 
plan such as envisaged by your bill without increasing our GNP ex- 
penditures. But let's assume that we do move from 10.7 of the gross 
national product to 12 percent of the gross national product. That 
is a price we clearly have the capacity to pay in order at long last 
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to alleviate the suffering that is caused by our failure to implement 
the right of everyone to have access to adequate health care. 

H.R. 5070 would guarantee all U.S. citizens and residents access 
to primary, acute and long-term health care. The package of bene- 
fits incorporated in the bill is a response to the basic issues con- 
fronting our Nation in all three of these areas. I am sure that 
there will be differences of opinion as to what should be in the 
package. These differences will become a part of our national 
debate on this major issue and will make a constructive contribu- 
tion to the ultimate outcome of that debate. The important thing, 
however, is that the benefits package in H.R. 5070 is an outgrowth 
of a clear recognition of the issues that confront the consumer and 
a determination to deal with— not evade— these issues. 

I am delighted, for example, that the bill provides genuine hope 
for those who confront or fear they will confront what are often- 
times the overwhelming burdens of long-term care. We have lis- 
tened to the presentation of a case history relative to those burdens 
here this morning. If this bill should pass, we would be responding, 
as a national community, to the deep-seated concerns of millions of 
our people, wherever they may live, in a fair, compassionate and 
fiscally responsible manner. I feel that it would be reasonable, as 
your bill specifies, to require that all but the low-income would pay 
up to a maximum of $500 per person per year for health care and 
skilled nursing home and home health costs, and up to a maximum 
ot $1,000 per person per year for nonskilled longterm care. 

The proposal to make health maintenance organizations and 
similar delivery systems the primary vehicles for delivering health 
and continuing care services is a constructive one. It could, for ex- 
ample, help to achieve the cost containment objectives of the bill. 
Here again, alternative ideas may be advanced which we will all 
want to explore. I feel, however, that if the Nation decides to move 
in this direction, major emphasis should be placed on the portion of 
^he bill that calls for qualifying HMO's under title XIII of the 
Public Health Service Act, requalifying them on an annual basis, 
and penalizing or removing from the program any HMO which no 
longer meets qualification standards. Unless such provisions are 
vigorously and effectively implemented the national health plan 
would rapidly lose credibility. 

I congratulate you and your associates, Mr. Chairman, on provid- 
ing in the bill for the establishment of a quality assurance system. 
If such a system is not made an integral part of a national health 
plan, we will be guilty of raising the expectations of our people and 
then seeing these expectations change into deep-seated frustra- 
tions. I like the provisions in this section. I like the provisions deal- 
ing with prospective system under part A Medicare, for example, I 
think they will help to correct some of the problems we have run 
into in that particular area. Here again, I am sure a national 
dialog will result in new ideas being incorporated in the section. 
Personally, I would like to suggest that consideration be given to 
providing that the chairpersons of the local consumer advisory 
boards provided for in the bill also serve as members of the peer 
review organizations. 

I know that there will be a vigorous debate over the tax package 
you have included in your bill in order to provide the revenues for 
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the trust fund from which benefits would be paid. Nevertheless, I 
congratulate you on putting together the package. This package, 
when combined with the cost containment features of your bill, 
demonstrates to the Nation that we have the capability of imple- 
menting a national health plan within the frame of reference of 
our overall fiscal situation. If sound arguments can be advanced for 
dropping parts of your tax package and substituting for them some 
other proposals I am sure that you will be happy to listen to those 
arguments. 

The important thing is that you believe as I do that we must 
keep before us at all times the goal of implementing a national 
health plan in a fiscally responsible manner. This can be done and 
the provisions of your bill help to demonstrate that it can be done. 

Many Americans have long sought to make access to decent 
health care a right for everyone. 

I have participated in those efforts over a long span of time, 
^orty million Americans are suffering, struggling against insupera- 
ble odds to deal with the costs of health care, or living in fear be- 
cause of our failure to reach that goal. These millions, their fami- 
lies and friends, older persons and advocates for children are ready 
for action. 

For example, SOS, a coalition of over 100 national organizations 
to protect Social Security, of which I serve as cochair with Wilbur 
Cohen, another former Secretary of Health, Education and Wel- 
fare, after recommending a 15-point program for improving health 
care in the United States said: 

We favor—as the only realistic basic solution to the Nation's total health care 
problems and needs— a universal national health care plan with comprehensive cov- 
erage and benefits, cost and quality controls, annual budgets and a reorganized 
nealtn delivery system. 

The National Health Security Action Council, of which Douglas 
Fraser is chairman and Melvin Glasser, the director, in a recent 
pamphlet entitled, "A National Health Care Program— Now" con- 
cludes: 

We are at an unusual time in the history of health care. We have a unique oppor- 
tunity, not to patch, not to engage in new public relations gestures but to achieve a 
long-sought goal of the American people—to make access to decent health care a 
right for everyone. 

Martin Luther King, in his address at the Lincoln Memorial on 
August 29, 1963, warned the Nation, among other things, against 
taking the tranquilizing drug of gradualism. 

We have taken that drug far too long in the field of health care. 
As 1 travel the Nation and speak and listen to groups of citizens, I 
sense that a revolt is underway against the continued use of that 
drug— against our patchwork health care system. 

There is strong support for the thrust of H.R. 5070. I hope, Mr. 
Chairman, that you and your associates on this committee will 
take appropriate action designed to accelerate consideration of this 
bill by the appropriate committees of both Houses of Congress. If 
this happens, it will accelerate a movement which will gather mo- 
mentum— a movement which is going to demand action on a na- 
tional health plan— not in the distant future, but in the one-hun- 
dredth Congress. 

Thank you, Mr. Chairman. 
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The Chairman. Thank you, Dr. Flemming. 

Dr. Helms, Dr. Reinhardt, it is necessary for us to once again 
answer a roll call again. One has been called. We will recess for 10 
minutes and be right back. 

We will return. 

[Brief recess.] 

The Chairman. Dr. Helms, will you proceed in any way that you 
may desire. You may either read your statement or summarize it 
or use any method that you please. 

STATEMENT OF ROBERT B. HELMS, PH.D., ASSISTANT SECRETARY 
FOR PLANNING AND EVALUATION, DEPARTMENT OF HEALTH 
AND HUMAN SERVICES 

u P^ir^?'^^- Chairman and members of the committee, on 
behalf of Secretary Bowen, I thank your for invitation to appear 
before the comniittee this morning to discuss issues and problems 
related to health insurance for the American people. Since my 
written statement is so long and detailed, I would like just to make 
a tew informal remarks. We can go into more detail later, if vou 
like. ^ 

The Secretary shares the concerns of the committee and of the 
other witnesses you have heard this morning over the difficulties 
that some people have obtaining the health services they need and 
over the very high— even catastrophic— costs faced by a few fami- 
lies. The President has made clear that he intends to respond to 
those needs. 

Mr. Chairman, there are four major financing systems that pro- 
vide Americans access to the health services they require The first 
such system is commercial insurance largely made available 
through the workplace. It has been estimated that two-thirds of all 
Americans— employees and dependents, retirees and those between 
jo^— are protected by commercial insurance. 

The second financing system is public insurance; nearly 50 mil- 
lion people are protected by Medicare and Medicaid, and millions 
more through the State-financed programs that pay for health care 
tor the poor who are not eligible for Medicaid. 

The^ third financing system is based on State and local govern- 
ments taxes and Federal block grant funds; through the resulting 
services delivery programs, free care is provided by certain public 
tacihties, and charity care is made available through nonprofit and 
tor-profit health care providers. 

The fourth financing system is the out-of-pocket payments made 
by every insured and uninsured person— coinsurance, deductibles, 
payments for supplementary services, and so forth. 

These four financing systems are intertwined and interdepend- 
ent, and they are constantly changing. It is artificial to weigh the 
impact of any component in isolation from the others or to believe 
that a static snapshot of any system can capture tomorrow's reali- 
ty. 

Attempting to look at one piece of this mosaic can result in a 
h of clarity regarding the nature of the problems we face. 
Mr. Chairman, there are indeed problems— problems of lack of 
insurance and problems of underinsurance. The testimony we have 
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heard this morning speaks eloquently of selective gaps that require 
selective solutions. 

The size of the problems and the nature of the populations facing 
them are the subjects of a whole variety of statistics drawn from a 
variety of sources, and given a variety of interpretations. 

While certain of these interpretations soon become conventional 
wisdom, I believe that we all need to be very cautious about rush- 
ing to adopt anyone's version of truth. That is one of the main 
points I tried to make in my written statement which has been 
submitted for the record. 

We all agree that existing gaps must be closed with targeted so- 
lutions. As President Reagan has said, we must look for ways that 
"the private sector and government can work together to address 
the problems of affordable insurance for Americans whose life sav- 
ings would be threatened by catastrophic illness." 

Family financial catastrophe that is related to out-of-pocket 
health expenditures arises infrequently, but it has many faces: for 
an insured family with $50,000 of income faced suddenly with 
$100,000 in uninsured medical debts, there is catastrophe; for an 
uninsured family with a minimum wage income and a need to pay 
a $1,000 medical bill, there is catastrophe. Whether the costs are 
for acute care or long-term institutional care, the effects are equal- 
ly devastating. 

But the response to these problems cannot be one-dimensional. 
We have a diverse system of health care financing and delivery. 
All of the participants bring strengths to that system, all of us 
have a stake in making changes that are both effective and effi- 
cient, and all of these parties must participate in designing and 
playing a role in the solutions — employers and individuals, com- 
mercial insurers and self-insurers, individual and institutional 
health care providers, and governments at the local. State, and 
Federal levels. 

Mr. Chairman, as you know in response to the President's in- 
structions, the Department of Health and Human Services has 
been engaged for several months in examining the problem of cata- 
strophic health care costs. 

Three working groups have been focusing on problems of long- 
term care and acute care for the elderly, and on the problems of 
the under-65 population. I regret that my printed statement could 
not be more comprehensive in its discussion of findings and alter- 
natives, but I know that you will appreciate that it would be pre- 
mature for the Department to discuss this material when it has not 
yet been evaluated in detail by either Secretary Bowen or the 
President. 

The problem of long-term care, especially for the elderly, is a 
particularly complex issue as I know I do not need to tell the mem- 
bers of this committee. The long-term care system in this country 
is a delicate balance with 70 percent of needed care delivered infor- 
mally by families and friends, and with one-half of the institutional 
care paid for directly by beneficiaries and one-half by the Medicaid 
Program. 

Demographic and socioeconomic changes that are already under- 
way call into question whether this present system can be main- 
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tained, and questions are being increasingly raised whether or not 
this public-private financing arrangement should be maintained. 

For some people, family care is an extremely heavy burden that 
is now willingly borne out of love, but at considerable sacrifice. For 
other people, the out-of-pocket financing of community and institu- 
tional care is straining finances, and for Federal and State Govern- 
ments, the burden on the Medicaid Program diminishes over abili- 
ty to meet other urgent care needs. 

Very careful attention is being paid to the growth of private 
long-term care insurance, and we believe that there is reason to be 
cautiously optimistic about its future growth. 

We need to remove barriers to its growth while being prudently 
watchful over the quality of protection it affords. 

For persons who may be unable to afford private, long-term care 
insurance, there will certainly continue to be some public role, al- 
though just how that role should change remains to be seen- How- 
ever the private and public responsibilities evolve, what is most 
clear is that all persons who are not yet elderly will have to face 
up to a need to invest in their own futures by preparing early for 
their long-term care needs. 

Mr. Chairman, in your floor statement last June, you said, "Let 
us hope that we can again follow this proud American tradition 
and find a truly workable American solution to today's health care 
challenge." 

The President, Secretary Bowen, and this entire administration 
join you and the other members of the committee in that search 
for a workable American solution. 

Again, I thank you for the opportunity to appear. I will be glad 
to answer any questions. 

[The prepared statement of Dr. Helms follows:] 
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PREPARED STATEMENT OF ROBERT B. HELMS, PH.D., ASSISTANT 
SECRETARY FOR PLANNING AND EVALUATION, DEPARTMENT OF 
HEALTH & HUMAN SERVICES 

Mr Chairaan, neobers of the Conuaitteej 

On behalf of Secretary Bowen. i thank you for your invitation to 
appear before the Committee today to discuss issues and probleas 
in health insurance for the American people, your invitation to 
testify mentioned the problems of soiae 50 aillion Americans who 
fall into two groups - persons who have no private or public 
health insurance - the "uninsured" and persons who, although 
insured, lack some degree of protection against very high acute 
care out-of-pocket costs (often called -catastrophic costs"). 

Summary 

Attong persons who are uninsured and underinsured, a small number 
each year will incur medical care costs that yiii i^po^e serious 
family hardships; governments, insurers, employers and others 
must work together to effectively address' those very real needs. 
However, there i« an implication that all people who are counted 
on surveys as being uninsured or somehow underinsured lack access 
to health care, and that this situation has created a need for 
radical restructuring of the Nation's health insurance, i 
believe that neither the interpretation nor the solution is 
warrented, and that the nature of the problem needs „ore precise 
definition, m this testimony, i will present a somewhat 
different picture that I believe can serve as a basis for 
agreement regarding the nature of this problem, i will make four 
main i^oints: 

First, I agree that there are selective gaps in the 
Insurance coverage of r>any Americans, but these gaps 
are not pervasive or general. 

Second, uninsured does not necessarily naan 
unprotected. „«ny of the uninsured have significant 
amounts Of Inco-e and aay be «klng a rational econo-lc 
Choice to selr-lnsure. At the other end o! the Income 
Boale, the very poor .re protected through progra-s • 
designed ^and -naged g^_^ge .^oc.l governments. 



61 



Third, I agree that means should be explored for 
closing the gaps that do exist so that every American 
has access to affordable, cost-efficient health 
insurance and health services. 

And fourth, solutions must build upon the strengths of 
our pluralistic system — the role of the individual in 
meeting family and societal responsibilities within a 
franework of choice and enlightened self-interest; the 
role of the private marketplace in promoting efficiency 
among insurers and health care providers; And the role 
of governments in selectively tc>eeting special needs. 
In collaboration with employers, insurers, benefici- 
aries, and state and local governments, we must 
evaluate which gaps are already being closed and what 

marginal additional steps would encourage and 
accelerate improvements. 

Discussion 

Estimates of the nuiiber of people who are uninsured or 
underinsured vary depending upon definitions, which survey is 
used, how responses are Interpreted, and what approach is used to 
extrapolate to the national population or to update findings to 
the present. However, there appears to be some consensus around 
the following numbers: 

Estimates of the number of people under age 65 who are 
uninsured typically range between 35 and 40 million 
persons. About one-half are estimated to be uninsured 
all year and about one-half uninsured for some period 
during the year. 

The estimate of underlnsurg nea is highly sensitive to 
definition. Using definitions developed by the 
National Center for Healt:h Services Research, the 
number of persons estimated not to be fully protected 
against catastrophic acute care costs is between 10 and 
15 million persons. 

There are two major perspectives from which look more closely at 

these numbers. One perspective is family income, which is 
crucial in analyzing ability to pay premiums, deductibles, 

co-insurance and costs of uninsured services, and in making 

estimates of the extent to which health insurance and health 
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services costs compets in the family budget with costs of daily 
living. Families with low incomes are less likely to have 
private insurance, and are more likely to have public insurance 
and to use publicly-financed services. 

A second and closely intertwined perspective is the affiliation 
of family aeinbers with tho labor force. This orientation is 
important because workplace health insurance is the foundation in 
this country upon which health insurance is based for persons 
under 65 •<-' employed persons, their dependents, the 
transitional ly unemployed, and early retirees, individuals and 
families under age 65 without labor force attachment are 
significantly less likely to havfr private health insurance. 
These include the structurally (or long-term) unemployed, some 
early retirees, the non-working disabled, the poor elderly, and 
dependent children in single-parent families. 

As iuportant as is the presence or absence of insurance coverage 

within these groups, the comprehensiveness of the protection 

afforded is equally important. Some people who have private 

insurance protection find that their in&;urance is not 

sufficiently broad to cover their costs: «ither services needed 

nre not included in the coverage, or there is no stop-loss limit 
on cost-sharing, or the insurer'e maximum liability liiait is too 

low. There are a variety of definitions of underinsurance, most 
related to what are called "catastrophic medical expenses," and I 
would not propose to recommend a specific definition. For the 
purposes of the etudy requested by the President, we have elected 
to define catastrophe in terms of the amount of uninsured, out- 
of-pocket costs that are incurred relative to family income. But 
beyond that general definition (with which not everyone win 
agree of course), specifics become a matter of societal judgment 
— whether uninsured costs are a catastrophe when they reach 5* 
of income or 10%, or whether 2,000 dollars out-of-pocket is a 
catastrophe or 6,000 dollars or some other number. 

The definition chosen will determine tha size of the problem? 
the lower the threshold definition is set, the more families will 
exceed it each year. For example, we have estimated that of the 
non-instituticnaliaed population, about 4.3 million middle- and 
upper-income families would experience a catastrophic medical 
expense if the catastrophic threshold were defined as 2,200 
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dollars out-of-pocket. But, if the threshold were raised to 
4,400 dollars, the nuaber of families would drop to 1.2 million. 
Using a percent of income threshold brings many more people over 
the threshold (especially among low-income families): if 5t of 
family income is the threshold, 6.4 million middle- and upper- 
income families would experience a catastrophic expense; but if a 
threshold of 15% is used, fewer than 1 million such families 
would be effected. To repeat the main point, the size of the 
problem depends very much upon the definition chosen. 

I Will now turn to a review of the health insurance status of 
families with and without labor force affiliation. 



milUs Wjth ft T^flbor Force j^f filiati on 

It has been estimated that nearly 2/3 of Americans have 
workplace-based health insurance throughout or for some part of 
the year. Among workers. 1977 data indicated that about 57% 
obtained coverage directly through employment and another 14% 
indirectly through the insurance of a working spouse. Eighty- 
three perrcent of full-time, full-year employees had insurance, 
in addition to being insured, about 2/3 of persons with group 
insurance were protected against catastrophic out-of-pocket 
costs. 

The equating of lack of insurance with lack of access to health 
care is misleading. One example for which this is especially 
true is uninsured persons with comparatively large incomes. 
Analyses doi.e for the Department have shown that in 1980, 
approximately 24* of the uninsured had incomes above 300% of the 
poverty standard, and an additional 19% had incomes between 200% 
and 300% of the poverty standard. While we cannot be certain of 
the extent to which these estimates represent the situation in 
1986. for some 40-45% of the uninsured population it is clear 
that they are not without the means to directly purchase many of 
the health services they need. Of course, their ability to 
successfully self-insure will depend upon their neeC for health 
services. Research shows that the mean out-of-pocket 
expenditures for multiple-person families without full-year 
health insurance and with family incomes above 200% of poverty 
ranged from 5OO dollars to about 600 dollars in iseo. 
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Another group for which the effect of lack of insurance might be 
considared overstated is the largest age group among the 
uninsured — persona ages nineteen to twenty-four — who 
constitute about 18% of the uninsured. Many of these are 
transitioning out from under their parents' insurance protection, 
they tend to be healthier with few medical care costs, they have 
fewer assets to protect, and relatively little long-term 
indebtedness, it could reasonably be argued that these workers 
are making a rational economic choice: instead of paying 
premiums, annual deductibles aiid co-insurance, they are taking as 
much of their income as possible in the form of wages and 
planning to meet health care expenditures out-of-pocket. For 
most of those who do so, this will be a realistic choice. Of 
course, a few of these young employees will face high costs and 
they and their families will regret having chosen to self- 
insure. 

A third employment-related group that has, over the years, been a 
matter of concern has been the transitional ly unemployed, and 
certainly they constitute a significant (although unmeasured) 
proportion of the people who are uninsured for some part of the 
year. However, there is need for caution here as well. Research 
related to persons who were uneEr»loyed in 1977 showed that the 
majority retained health insurance protection because they had 
access to it by taking advantage of states* continuation and 
conversion requirements, or through an employed, insured spouse. 
This same research determined that unemployed workers in 1977 did 
not experience a reduction in use of health services suggesting 
that they continued to be effectively covered, in addition, some 
24 States (including the largest ones) have elected to provide 
Medicaid benefits for intact families where the principal wage 
earner is unemployed; so, even though a survey would count some 
unemployed families as uninsured, the Medicaid program is 
available in many states if these families decide to use it. 

Thus, for many families with labor force affiliation, they are 
either insured or have the economic status to afford to purchase 
health care themselves. For some other families, however, even 
though they have some attachment to the labor force, insurance is 
either unavailable or unaf fordable. These are most frequently 
persons with low incomes ranging Crom below to just above the 
poverty level. About 28% of those without insurance had incomes 
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below the poverty threshold, and a like number had incomes 
between 100% and 200% of poverty. Many work for small employers 
in service trades in jobs characterized by low wages, less than 
full-tiae employment, and high turnover. Insurance coverage is 
less frequently offered, and where it is available, employers 
often do not include dependent coverage nor, where it is 
available, contribute to its costs. Insurance coverage aisong 
employees of small firms is estimated to average 50%. Of an 
estimated 5 million uninsui'ed children and spouses (or about 15% 
of all uninsured) who live with an insured head of household, it 
is likely that most are in tlieee small employer, low-wage 
jobs. In addition to a high frequency of uninsurance, many of 
these people appear to be underinsured; one analysis of 
underinsurance estimated that about 43% of insured part-time 
workers and 56% of the insured self-employed had no limit on out- 
of-pocket expenses. 

Two relatively small employment-related groups that eppear to 

often lack health insurance protection are the working disabled 

and early retirees. The working disabled are often excluded from 

workplace coverage by preexisting condition clauses, and those 

comnercial insurers willing to cover them charge very high 

premiums. Similarly, many early retirees, while they have enough 

income that they arc above the poverty level, cannot afford high 

non-group premiusis. Some of them have chronic medical problems 

that do not meet the criteria that would qualify them for 
publiclyf inanced health insurance, yet they are not old enough 

to be covered by Medicare. 

Because of relatively broad coverage decisions made by some 
states, some of these low-income workers and others will qualify 
for Medicaid or state-financed programs. The Department of Labor 
estimates that some 1.6 million retirees under age 65 and 1 
million of their dependents have continued employment-based 
insurance. K handful of the working disabled will be covered by 
Medicare under so-called 1619(b) eligibility. Notwithstanding 
these spotty coverages and the fact that most will face 
relatively small out-of-pocket health costs (300 to 400 dollars 
in 1960), these are clearly families that *si'« quite vulnerable to 
the impact of uninsured health p^rvices coct i. 

In addition to lookihg at a snapshot of insurance coverage, it is 
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important to evaluate the nature and direction ot .nges in 
health insurance protection. For example, we ha-- aa.^.ady 
recognized that there is considerable lack of insurance among 
srnall employers. What role can and should be played by small 
employer groups - associations, insurance-buying cooperatives, 
so-called multiple employer tnists - and how can the government 
encourage experimentation? Until now, there have been few such 
arrangements, and not all have been successful. One that 
deserves closer examination ie the Cleveland Organization of 
smaller Enterpriees (or coSE) , an arm of the Cleveland chamber of 
commerce. cosE has aggregated 4,500 employers with 45,000 
employees and their 55,000 dependente into an insurance-buying 
cooperative. Forty percent of COSE's members have fewer than lo 
employees, and seventy-fivt. percent have less than 25 employees. 

A second example of change is the willingness of insurers to 
experiment with new insurance products. For example, in 1981 
Blue cross of northeast Ohio offered laid-off workers and their 
familiee a plan „ith a hoepital deductible of $1,500 and a 
medical/surgical deductible of $i.000 at a cost of $50 per month. 
While only 123 people enrolled and the plan was abandoned, this 
kind Of exploration of new products must be continued. Blue 
cross and Blue Shield of western Pennsylvania has also tried some 
new "products:" in 1985, they had 8,000 subscribers (up to 
20,000 people) for a special program tor the recently unemployed. 
The program entailed some subsidies and has since been altered, 
but is another example of a willingness to innovate. Another ' 
initiative by the western Pennsylvania "Blues" has been to 
develop a special insurance plan for children from families with 
incomes below $12,000 per year, private charities or service 
organizations and the Pennsylvania state government all play some 
role. At a premium of only $13 per month, services are limited 
but focused on those services children are most likely to need. 
We need to ask ourselves what ie restraining further 
experimentation, and how those barriers can be removed. 
» third example of change is the role of state governments in 
forming health insurance pools, gu^h pools are often targeted on 
persons with chronic health problems who are unable to obtain 
group or private coverage although they can be made broadly 
available to any individual and oven to groups. They usually 
entail subsidies by states' taxpayers or by commercial insurers 
operating in the state. The pioneering work of Connecticut, and 
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the operation of pools in Minnesota, North Dakota. Indiana, 
Florida and Wisconsin offer a strong base of infornation for 
other states to draw upon in trying out models that will fit 
their particular circumstances. And recent legislative actions 
by Iowa, Nebraska, Montana and Tennessee are, I believe, the 
beginning of broadened and increasingly innovative state 
involvement in this area. 

A final example of change is the limited and targeted action 
taken by the Federal government to safeguard selected 
populations. Here, I refer especially to COBRA's provisions 
broadenirj protection for persons who lose their insurance 
coverage when they become unemployed, and for widows and divorced 
persons and their dependents who lose employment-related 
protections. 

TWlhlES WITHOUT ft MBOR FORCR AFFILTJ^^ TO^ 

some families do not have an attachment to the labor force 
through which they can obtain health insurance protection- Seme 
have never had private, group health insurance; in other cases, 
long-term unemployment (including workers displaced by major 
industrial shifts) or disability or retirement has outlasted 
whatever employment-based health insurance they might have 
previously had. One alternative for such persons is to purchase 
individual policies; but pre-existing conditions often limit 
insurability, and the premiums are seldom affordable. Publicly- 
financed insurance and services programs form the core of 
coverage for this population -.hich can be divided into two major 
groups — those categoricall- eligible for Medicaid, and the 
medically indigent. 



Approximately 22 million of the poor are categorically eligible 
for public cash assistance, hence eligible for Medicaid: these 
include some 3 million blind and disabled (including some early 
retirees), 3 million poor elderly, and about is million dependent 
children and adults in single-parent families. For these 
categorically eligible persons. Medicaid has largely solved the 
problem of access. 

But Medicaid also affords backup insurance for thousands of more 
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Americans. Medicaid participation is traditionally counted in 
tarms of persons actually enrolled or actually receiving 
Medicaid-financed services; however, Medicaid Is availabiP f oy 
mnnv additional g ^^ygo r A ^ jtllv-ellolble persons who are not 
counted until they use health care services and are only then 
registered into the program. The most prominant example of this 
are low-income persons in the 31 states with a Medicaid spend- 
down program; the program is prepared to support them if medical 
bills cause them to spend down into actual eligibility. A second 
example is the 24 state programs for intact families with an 
unemployed parent; only when such families incur medical bills 
that they are unable to pay are thsy counted as Medicaici- 
assisted. As one illustration of this underestimate of Medicaid 
protection, Florida estimated that some 51,000 persons would be 
eligible for assistance under their expanded Medicaid 
eligibility; to date, only some 3,000 have actually received 
assistance. This suggests that Florida Medicaid stands rtady to 
help some 48,000 persons who have not yet sought assistance. 

Some people point to the Medicaid program as an example of 

underinsurance citing the wide variation in the number and type 

of optional services the states choose to i;r.)Vide, or the 

restriction of certain services only to categorically eligible 

persons and not to the medically needy, or limitations on the 

amount, duration, or scope of covered services for which they 

will pay. Thes',, limitations are entirely real and are often a 

source of problems for the poor in obtaining the range of 

services they need. However, those limitations are at least 

partially offset by other considerations, some states are very 
flexible in paying for non-covered services using the latitude 

afforded by the term "medical necessity." Other states use 

state-financed programs to "wrap around" Medicaid and finance 

additional services. Services are also available through local 

public providers and as charity care (in some cases carried out 

to meet Hill-Burton obligations) . 

In addition. Medicaid policies help to protect categorically 
eligible families against very large out-of-pocket costs. The 
first protection is through requirements that any cost-sharing 
imposed by states not be applied to certain services at all, and 
where they are applied, they must be nominal. The second is 
through the so-called "deeming" rules which protect 
beneficiaries' families from beinq financially ruined by high 
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costs usually associated with extended ataya in health care 
institutions . 

The net effect of the generally broad coverage and the cost- 
sharing linitutions on Medicaid families* out-of-pocket 
expenditures was measured by the National Medical Care 
Utilization and Expenditure Survey conducted in 1980. Analysis 
of that data for multiple-person families insured by Medicaid 
where all members are under age 65 indicates that mean out-of- 
pocket spending at the 90th percentile — that is by high cost 
users of care — was approximately 250 dollars per year. In 
sua, while there are gaps and limits to be faCed by Medicaid 
beneficiaries, the services to most recipients are comprehensive 

and meet their needs. 

in the Medicaid program as in other areas of health insurance, 
coverage is expanding. In 1985, 28 states expanded eligibility 
(12 of them to incorporate DEFRA-mandated children and pregnant 
women). 26 states expanded covered services. In addition, 
movement toward improved cost controls is likely to free up funds 
for further selective program enhancements. 

in addition to Federal sharing of the costs of Medicaid coverage, 
the Federal government provides direct eupport to others who 
might be counted as uninsured — approximately one million 
American Indians and some 500,000 seasonal and migrant farm 
worxers. 

The poor who lack private insurance yet are not categorically 
eligible for Medicaid are frequently referred to as the medically 
indigent. There are no consensus eetimates of the size of that 
population group. While the medically indigent are likely to be 
counted as uninsured, they are not without access to care. State 
and county governments are fulfilling their historical and legal 
obligations by providing general medical assistance financing 
programs and public hospital and clinic services programs which 
are available at little or no direct cost. Estimates of the 
value of state and local contributions range upward from $2.5 
billion, in addition. Federally-supported programs provide 

direct and effective services to many of the uninsured poor: for 
example. National Health Service Corps workers provide care to 
over 3 million persons, many too poor to pay; community Health 
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Centers serve over 5 Billion persons; and state and local 
governments „ake flexible and effective use of Federal health 
block grant funds (including, for example, some 400 nillion 
dollars for maternal and child health). Are the people assisted 
through the programs described above uninsured? Yes, surveys 
will count them as uninsured. But are they unprotected or 
Without access to health services? Ko. 

Because of the special interest of this Committee, I „ant to 
return for a moment to one categorical group - the elderly. 
For persons over age 65, the problem is not one of uninsurance 
but of instances of incomplete coverage. Ninety^sev^ n percent of 
all persons over age 65 are covered by Medicare. Abou. 2/3 of 
these persons are also covered by some form of private insurance 
and an additional 13* the elderly poor - are covered by 
Medicaid, 

Analysis of Medicare part A data indicates that some 75* of aged 
beneficiaries have no P&rt A out-of-pocket cost-sharing, about 
20* have cost-Sharing of between 1 and 500 dollars, and less than 
1* (about 220,000 persons) have cost sharing greater than 1,000 
dollars, in part B, beyond the premium, one-third of 
beneficiaries have no cost-sharing, 43* have less than 500 
dollars, and about 6* (about 1.6 million persons) have cort^ 
Sharing in excess of l,000 dollars. However, it is important to 
be clear that these are estimates of amounts the Medicare program 
does not pay; there needs to be subtracted from these estimates 
amounts that are paid by employment-based retirement insurance, 
by "medigap" policies, by the Medicaid program, and by other 
third-party insurance. 

Although we do not have Medicare program data to aajce an estimate 
Of beneficiaries, net out-of-pocket obligations, some indication 
IB available from the National Medicare care Utilization and 
Expenditure survey of 1980. That survey . ,„d that for one- 
person families age 65 and over, average out-of-pocket costs were 
512 dollars where the person had Medicare insurance only, 428 
dollars where the person had Medicare and other private 
insurance, and only 184 dollars with Medicare and other public 
program protection (presumably Medicaid), if wo look at persons 
at the high end of the spending distributions - that is at the 
90th oercentile - the analogous amounts were 1,472 dollars for 
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Hadicara only, 867 dollars for Hadicare plus private insurance, 
and 492 dollars for Medicare and other public insurance. 

Thus, nearly all elderly are broadly insured and cost-sharing for 
E2fit Medicare beneficiaries ig quite linited and generally within 
reach of their incoaas. por the snail proportion of 
beneficiaries whose expanses do exceed their ability to pay, 
however, the President proposed in 1983 to improve protection 
through the "Medicare Catastrophic Hospital Cost Protection Act." 
At the President's instruction, we are again actively exploring 
protection against catastrophic costs for the elderly and all 
Americans. 



With respect to long-tana care, 70* of such care is provided 
informally with institutional care costs paid in equal parts by 
the elderly themselves and through the Medicaid program. 
Demographic trends are certain to put increased pressure on this 
pattern of financing, and we are looking closely at alternatives 
as part of the catastrophic insurance project. Khilo the private 
long-term care insurance narkot is in its infancy, there is an 
increasingly positive attitude regarding the feasibility of 
developing a market for it. We need to look carefully at means 
for reducing barriers impeding its growth. 

Mr. Chairman, in conclusion let me summarire my key points. 
First, I believe that we need to be vary cautious about accepting 
either the aggregate numbers of uninsured and undarineured or 
what passes for conventional wisdom regarding their 
interpretation. Second, even for those without broad, full- 
time, third-party healtn insurance, there is a network of health 
financing and services that is extensive, available, and 

functioning with considerable effectiveness. Third, improvements 
are occuringr they do not constitute a revolution in health ' 
insurance, and they affect a relatively small number of people, 
but they are clear signs of a healthy evolution of expansion and 
enrichment in health insurance. They challange us to be cautious 
in our generalizations and alert to 6pportunities to encourage 
and promote innovation. And finally, we share with the Congress 
concern over individual experiences of family economic hardship 
attributable to unaffordable health care coets, and believe that 
there are a number areas where improvements must be aggressively 
explored including early retirees, the low-income working 
uninsured and their dependents, and the availability of 
protection against catastrophic medical expenses. 

Mr. Chairman, this concludes my formal presentation. I will be 
pleased to answer any questions you or other members of the 
Committee may have. 
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The Chairman. Thank you, Dr. Helms. 
Dr. Reinhardt. 

STATEMENT OF UWE E. REINHARDT, PH.D., JAMES MADISON 
PROFESSOR OF POLITICAL ECONOMY, WOODROW WILSON 
SCHOOL OF PUBLIC AND INTERNATIONAL AFFAIRS, PRINCE- 
TON UNIVERSITY 

Dr. Reinhardt. Thank you, Mr. Chairman. 

I would like to express my thanks to you and to the members of 
your committee for inviting me to testify on the tragic issue before 
this committee today; that is, the plight of the Nation's poor who 
lack adequate health insurance. I find this issue tragic in two ways: 
First, lack of adequate insurance coverage can visit intolerable and 
undeserved hardship on poor individuals who are victims of serious 
illness. That is a tragedy in its own right. But second, this Nation's 
apparent unwillingness to relieve poor fellow citizens afflicted with 
serious illness from fiscal hardship is a disgraceful stain on a socie- 
ty that is so admirable in many other ways. As one who has come 
to love this country as a naturalized citizen and views it as a privi- 
lege to live and work here, I view the persistence of that stain as 
tragic as well. 

Mr. Chairman, 1 congratulate you and your committee for hold- 
ing these important hearings, and 1 also would like to congratulate 
you personally for the imagination, the boldness, and the moral" 
statement you make with H.R. 5070. 

While one may wonder about the fate of H.R. 5070 in the politi- 
cal and moral climate of the mid-eighties, nevertheless I consider it 
significant and a welcome change that someone in your position 
has the courage to make the moral statement that bill implies. 

1 have a written statement entitled "Rationing the Nation's 
Health Care Surplus: A Paradox or as American as Apple Pie?" 

I have an additional statement which I happen to have made for 
other purposes which I would like to submit to this committee as 
well. In that statement I show that, as the plight of the uninsured 
Americans has become ever more severe, and as we flush them out 
of the health care system, we have actually showered ever more 
money in real purchasing-power terms on our health care sector. 
In terms of the transfer of real purchasing powers to the providers 
of health care, the cost explosion in health care actually started 
only after 1980 and not before. To be sure, the volume of both hospi- 
tal days and physician visits used has decreased since the late 
1970 s, but the price of health services have risen more than 
enough to offset the decline in volume. Total expenditures in 
health care are by no means under control yet. 

The reason I chose the seemingly ridiculous title, "Rationing the 
Nations Health Care Surplus," for my formal statement is that 
this title describes quite accurately what is actually transpiring in 
this Nation. 

We have a surplus of doctors and of hospital beds. We spend 
more money on health care than any other nation or than we ever 
did historically, and yet from time to time we deny suffering fellow 
Americans access to these resources just because they are poor and 
uninsured. 
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I quote in my statement from the Wall Street Journal, which is a 
daily not known for knee-jerk liberalism: 

A 32-year-old accident victim lies unconscious in a Florida hospital that has no 
neurosurgeon available, but two larger hospitals with neurosurgeons refuse to 
accept him upon learning that there is no guarantee his bill will be paid. 

A pediatrician in n .^k Hill, S'^ ' nspital wants to transfer a comatose 3-year-old 
girl to a better equipped urban medical center, but her family has no health insur- 
ance, and two hospitals refuse to take her in. A hospital 100 miles away finally ac- 
cepts her. 

It is important that Americans realize that this denial of surplus 
resources to patients who are poor and uninsured is a uniquely 
American phenomenon. It is simply inconceivable that a 3-year-old 
comatose girl needing health care would be denied access to avail- 
able health-care resources in Canada, in France, in Germany, in 
Sweden, or anywhere else in the civilized world. 

Why does this phenomenon occur in a country whose President 
makes it a point regularly to proclaim to the world that we Ameri- 
cans are the most generous people on Earth and in the history of 
mankind? That is a question that should vex all of us. 

The source of the problem lies in the fact that, at any point in 
time, there are some 35 million Americans who lack health insur- 
ance coverage. It is, of course, true that not all uninsured Ameri- 
cans get sick every year and that not all sick uninsured Americans 
are denied care. But one thing is sure: If one is uninsured and sick 
and poor in this country, and if one does receive health care, one 
receive it in the status of a health care beggar. In my subjective 
judgment, that is not a dignified posture, particularly at a time 
when one is anxious and suffering pain. 

Canada, France, Germany, Italy— every other country in the civ- 
ilized world— provides its citizens with the dignity of accessing 
health care without having to beg for it. I think this Nation at 
some point ir\ust find it in its heart to bestow on its citizens the 
same dignity. We could easily afford it from a macro-economic 
standpoint. The issue is purely an economic one. 

It has been mentioned by Dr. Helms, and it is true, that we pro- 
ceed considerably on anecdotes when we discuss the plight of the 
uninsured. The only reliable study I know is a Robert Wood John- 
son study of 1982, which led to the conclusion that 1 million fami- 
lies in America were denied care for want of ability to pay in that 
year. 

Many of my colleagues, particularly in the economics profession, 
argue that 1 million among 250 million is really not a lot. I would 
say you have to have the right denominator to make a sensible as- 
sessment of this statistic. We should think of 1 million persons 
among uninsured poor who were also sick in 1982. As a proportion 
of sick, uninsured, and poor Americans, I million is no longer a 
trivial number. 

I find it puzzling that the Department of Health and Human 
Services tries to soothe us with the thought that we really do not 
know the exact dimension of the problem and yet does so little to 
monitor the problem on an ongoing basis. The DHHS is still work- 
ing with a 1977 data base. If I was the Secretary of DHHS, the first 
thing I would do would be to implement a policy under which this 
problem would be monitored on an ongoing basis. That might cost 
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OS much as $1 million a year, but it would be a small fee to pav to 
remam m the club 6f civilized nations. 

What policy options do we have to deal with this problem? 
Having observed the policy process in this Nation for two decades, 
I have obsenred that, as a people, we have a propensity to espouse 
and proclaim cmc virtues which we are much too chintzy to under- 
write fi^nci^ly. It IS this proclivity that has been so dangerous to 
the health of the poor. 

We are the most undertaxed nation in the industrialized world, 
as txeorge Will, the conservative columnist always points out We 
have the lowest tax rate as a percent of GNP for all levels of" gov- 
ernment m the industrialized world, with the exception of Japan 
No country runs itself with as low a social overhead as we do With 
the exception of Japan, most other industrial nations tax over 40 
percent of the GNP, while we tax at 33 percent. At 33 percent of 

teught'^'^at"' have 
There is yet another feature of this Nation that seems to be 
uniquely ours. As a people we have an almost touching habit of 
confusing dreams with reality, a tendency we have developed to a 
fine art in the eighties. In seeking to fashion a viable health policy, 
we have to deal with these propensities: Our reluctance to share, 
and our propensity to daydream. 

ft.^^'Vm?^'^ is implanted in a cultural soil, it is like planting a 
flower. What is the cultural soil in which the policy would have to 
be iniplanted, and what is the mechanism, the political process by 
which v/e must do the planting? f f j 

It is my sense Americans always claim that they are the egalitar- 
ian society. Having had either the misfortune or privilege of 
having been apprenticed in social ethics in two other societies— 
Canada and West Germany— I would say the notion that America 
is an egalitarian society is ludicrous. Just walk through Toronto 
and through any American city, and you will see immediately how 
silly the American afflection really is: We are by no stretch of the 
imagination an egalitarian society. 

We have a two-tier society in almost all human services. In edu- 
cation, we tolerate enormous tiering. In the system of jurispru- 
dence, we have a two-tier system. It would be surprising to me if 
we could ever gr^ on our society a one-tier health system. 

I hasten to add that no other country has one-tier health care 
either, as one might understand it in the extreme. Other countries 
have a one-tier system for the bottom 90 percent of the population, 
and another for the top 5 percent. i~puidtiun, 

I believe that we have to think two-tier health care for America 
as a reaxistic proposition, because that is what the social ethics of 
this country rea ly emply. It is daydreaming to think that we truly 
wish an egalitarian system. e ti u j 

Let me now come to the political process by which we would 
plant our health-policy flower into the multi-tier social ethic, its 
soil. Mao Tae Tung said political power grows out of the barrel of a 
gun. That is not true in this country. Here political power grows to 
a considerable degree out of the purse. I draw from this premise 
the implication that any national health legislation that would im- 
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poverish the moneyed interest groups in health care doesn't have 
much or a chance to survive to passage. 

Therefore I propose in my formal statement an alternative 
u^^^', Tu}" ''r ' Particularly flattering and may not be well 
liked at the level of political rheteric. It is a two-tier system a na- 
tional health insurance program for the poor only-say, the bottom 
-iO percent of the income distribution, leaving 80 percent to the ori- 
vate insurance industry. ^ f ^ tuc 

. The system would be Federal. The reason I make it Federal rests 
in the widely shared behef that this is a Nation and not ji.st a 
place. It IS a Nation, then I, in New Jersey, clearly should be con- 
cerned with what IS or is not done for an American infant in Ar- 
ka^isas or Arizona, and vice versa. But if I so worry, then I can ex- 
press that worry only through a Federal institution— > ^ce a Fed- 
eral program. 

My proposal basically would be roughly as follows: ^vl mrri- 
can resident is ipso facto insured for a basic comprehensive nack- 
age, as comprehensive as the one in H.R. 5070. The program would 
be financed with Federal taxes-on the 1040 tax form would be a 
line calling for a health insurance tax, say, 12 percent of adjusted 
gross income If, however, the taxpayer has a superior private 
policy, they clip a copy of the policy to the 1040 and need not pay 
12 percent of adjustable gross income. Instead they would pay, say, 
1 percent of adjusted gross income as a down-payment for the 
Judeo-Chnstan ethic or whatever language one might use there. It 
would be an earmarked health care tax to cover the poor. 

• u^L'^.'^^.^^'^T^ ^JP percent of the people in this plan we 
might be talking about $60 billion to $80 billion of Federal dollars 
Kef P'^^JS^.^- Much of that money could be had by clos- 

ing the last remaming loophole in the Tax Code: the exemption of 
rringe benetits from taxation. 

hn^/??^li?f un?-*^ ""^""^ ^^Sht have some additional $30 

billion to $40 billion Federal revenues right now 
One might think of asking the aged to play some noblesse oblige 

h^^'iL """^'^T' ^^^y boo"^' ^'^'i Medicare 

u- ^« apd who are well-to-do, would than have to 

fe vir^'^^^'S'I"'' package. We might get an additional 
$10 or $20 billion m Federal revenue from that source. The remain- 
der should be a tax mcrease. 

When I talk about tax increases, I could be accused in this day 
and age of having mental deficiencies, because we have a large 
^ffu *l^^u-' ^"^^.^y.' ^ submit, however, with all due re- 

spect that this deficit IS self-induced. It is based on a very foolish 
populist Keynesianism that had been sold to a gullible electorate as 
fhonSil economics, but was, in fact, ever so much more 
thoughtless and reckless than old-fashioned Keynesianism had ever 
been The notion you can cut taxes and increase Federal expendi- 
tures all the while balancing the Federal budget by 1984 was so 
absurd, even in 1981, that very few respectable economists support- 
ed It. You had to be something of a guru to do that and take leave 
of your senses to believe in the notion. But don't take my word for 
it-tbe official Federal budget numbers clearly show the foolish- 
ness or the policy. 
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And yet Ame ricans ar4 in the habit of thinking of thems elves 
as "the most generous people on earth." a postulate of which our 
President reminds us publicly with some regularity. Furthermore, 
at almost every conference on health care in this country, we 
tend to proclaim loudly for the world to hear that "ourt is the 
best health system in the world." The question we must ask 
ourselves at this juncture in our history is whether these 
felicitous slogans, if they havcj ever been valid, remain v»lid 
today, or whether perhaps we repeat them so often and so loudly 
precisely because in our hearts we know them to be untrue. 

An altogether healtliy exercise for the American people would 
be to ponder this question carefully. It may be the first step 
towards actually attaining, at long last, those civic virtues of 
which we tend to pride ourmelves. but which we seem much too 
tight-fisted to underwrite financially. 

I I . THE NUMBER OF UNINS URED aHD llunER I NSURED 

Probably the best current source of Information on the 
number of un- and underinsured Americans is a chartbook entitled 
THE MNINSURED AND UNrnMPFNSATFn naPF . compiled by Margaret B. 
Sulvetta and Katherine Sw-artz of the Urban Institute and 
published in June of this year by the National Health Policy 
Forum of Qeorge Washington University. Unless otherwise 
indicated, the statistics reported below are drawn from that 
excellent compendium. 

The Numb er of Uninsurad 

In 1983 an estimated 35 million Americans appeared to have 
no health insurance whatsoever at the point in time the 
underlying survey was made. Thet number represented about 17% of 
the U.S. population under 65 years of age. Not all of these 
i nd i V i dua I s . howe v er , were uninsured for the entire year. Earlier 
research had establishes that, in 1980. only about t8 million (or 
9.7% of the population under age 653 were uninsured for the 
enti.re year. The remainder probably found themselves between joDS 
and therefore were without health insurance coverage. 

While tempore." unemployment usually does imply lack of 
health insurance, it is the cas9 that close to two-third« of t\\ 
uninsured adults io t984 were employed and only 12 percent were 
unemployed. Uninsured employed persons probably work for small 
business firms that find it difficult to obtain affordable grouo 
hea I th- i nsurance coverage from the private h ea I t h- 1 n su r ance 
sector at affordable prices. The private hea It h- i n su r anc e sector, 
in turn, finds it impossible to offer more readily affordable 
premiums to small business firms because of (a) the high fixed 
unit costs of enrolling small groups of employees and (b) the 
higher probability small business firms will default on premiums 
when they meet economic adversity. 

It may further be noted that over half of the uninsured 
belong to families living within t.5 times (he official poverty 
line and over one third actually Mve below the poverty lUe. But 
even for families with higher incomes, health insurance coverage 
may not be readily available if It is not provided by ao 
employer. The marketing of health insurance to individuals has 
been found to be so expensive that some commercial insurance 
carriers to not even offer such policies any ^ore. Those that do 
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may have to charge premiums that strain the budgets of even 
mi dd I e- i ncome families. In short, the imagery-preferred by some 
commen t a t or s - - t ha t lack of Ueallh insurance status simply 
reflects reckless improvidence on the part of consumer would be 
generally way off the mark. 

Finally, about 3 3% of all uninsured persons are children 
under age 17. Surely even the most hardnosed analyst would have 
to view children as victims of their circum stances. Many 
Americans probably comfort themselves with the thought that at 
least the young have been well provided for through the Medicaid 
program. That program, however, is very spotty and uneven in its 
incidence. In 1980. for e xamp le. anywhere between 30 to 80 
percent of the nation's children living in officially defined 
poverty were not covered by Medicaid Csee Table I overleaf). 

Table 2 below, taken directly from the Urban Institute 
compendium presents data on the utilization of health services 
by insured and uninsured Ame ricans. It is tieen that, relative to 
the insured population, uninsured persons appeared to use only 
65% as many physician visit and only 52% as many hospital days in 
1977. Other indicators of utilization, dated 1982. show similar 
discrepancies. These data, of course, permit varied 



TABLE 2 

MEDICAL CARE UTILIZATION OF UNINSURED AND INSURED PERSONS 



INDICATOR INSURED UNINSURED 



Physician visits per person 

under age 65. 1977 3.7 2.4 

Hospital patient days per 

100 persons under age 90 47 

65. 1977 

Families who needed care, but 

who did not receive it. 1982 4.8% 15.0% 

Families who did not see a 

physician in 1982 17.1% 32.9% 

People without regular source 

of health care in 1982 9.7% 23.1% 



SOURCE: Margaret B. Sulvetta and Katherine Swartz. The Uninsured 
and Uncompensated Pare. National Health Policy Forum. Washingtin. 
D.C.. June. 1988t Table 2. p. 4. 



interpretations. Staunch defenders of the status quo. for 
example, might argue that the relatively lower utilization by 
uninsured persons reflects their superior health status and thus 
a relatively lower need for health insurance. Commentators who 
view la;-, of insurance coverage as a social problem, on the other 
hrnd. will interpret the data as evidence of inadequate care. J 
share t he latter view. 

The Numb'sr of Unde rin»ured 

Counting the number of completely uninsured patients 
understates th« true dimension of inadequate health insurance in 
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PERCENTAGE OF CHILDREN LIVING IN POVERTY WHO ARE NOT COVERED BY 
MEDICAID, BY STATE, 1980 



Alabama 


61% 


Montana 


74% 


Alaska 


66% 


Nebraska 


77% 


Arizona Not Comparabra 


Nevada 


71% 


Arkansas 


69% 


New Hampshire 


49% 


California 


39% 


New Jersey 


34% 


Colorado 


54% 


New Mexico 


67% 


Connecticut 


46% 


New York 


34% 


Delaware 


44% 


North Carolina 


61% 


District of Columbia 


26% 


North Dakota 


78% 


Florida 


66% 


Ohio 


43% 


Georgia 


57% 


Oklahoma 


67% 


Hawaii 


46% 


Oregon 


53% 


Idaho 


70% 


Pennsylvania 


40% 


Illinois 


38% 


Rhode Island 


39% 


Indiana 


66% 


South Carolina 


63% 


Iowa 


63% 


South Dakota 


79% 


Kansas 


57% 


Tennessee 


56% 


Kentucky 


67% 


Texas 


75% 


Louisiana 


59% 


Utah 


64% 


Maine 


52% 


Vermont 


51% 


Maryland 


40% 


Virginia 


6S% 


Massachusetts 


28% 


Washington 


49% 


Michigan 


35% 


West Virginia 


57% 


Minnesota 


67% 


Wisconsin 


57% 


Mississippi 


54% 


Wyoming 


80% 


Missouri 


55% 







Source: Adapted with permission from The Data Book: The Nation, States, and Cities, 1 985, 
p. 23, Children's Defense Fund 

CITED IN; Margaret B. Sulvetta and Katherlne Swartz» The Uninsured and 

Uncompensated Care, National Health Policy Foniin» Washlngton.D, 
June 1986» Table 3» p. 9. 
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this country. Many famine, have health in.urance policies that 
are eo .hallow a. to leave them exposed to considerable financial 
risk jn case of major I I Iness . 

Just What is meant by "considerable risk- i., of course a 
matter of personal judflement. Deflnlnfl "considerable risk" ai a 
probability of 5S or more of having at least io percent of one's 
family ucome absorbed by out-of-pocket expenses for health care 
Pamela Farley estimated from data gathered in 1977 that 23.5% of 
a then total U.S. population of 189 million under age 65 faced 
"conslderabie financial risk" due to lack of adequate health 
insurance.-. For members of f ema i e-hea ded households the 
corresponding percentage was 36.1%, for poor and near-poor 
families it was 52.9%, for «hite Americans it was 21.1%, for 
Blacks 30% and for Hispanics 28.3%. 

Ironic.Uy, ,or p.r.on. with .n .x c. I , .„ , p.rc.i.., h..l,h 
•t.tu. Ih. p.rc.nl.g. with l„.d.,u... h..,,h in.ur.nc. „„,y 
19.5. »hlU ,h.t tor p.r.on. with r -poor" p.rc.iv.d h..llh 
.t.tu. 1, w. high .. 30.8. Th. finding i, iror.ic. .hough 
not .urpri.ing. ,or in . n.tlor ,h.. con, id. r. •■.c t u.r i . , , , 

— th. .in.-,u.-non o. -.cono.ic 

•ttlei.ncy... h..lth, p.r.on. n.tur.My nnd h..,,h in.ur.nc. 
cc.r.g. „,or. r..di,y .cc.ib,. .nd .f.ord.bl. ,h.n do ,,cK 
individuals. 

Ill- cftiiNB FOR THc ^lMl>■fv^p^ 

L.ek Of h..lth in.ur.nc. in Am.rlc. do., not ip.o ,..,„ 
irnm th. d.ni., o, h..,,h c.r. in , o, n..d. Por ..n, ,..r. 

th . n.t.on h.. .uddi.d through »i,h . ,h., ul,i..t.,, 

-k. cr.tic.,,, n..d.d h..,th c.r. ...i,.„. ,o ,h. unU.ur. who 

w.r. p.r,,.t.nt.noughto...Kth.tc d »ho d i d no t . i n d 

' If ./^t.n, iit.r.,,, ,„ „ 
care beggars . ""'in 

Th. ,y.,.n, work.d ,ol,o».. for p.ti.nt, cc.r.d ty h..l,h 
■ n.ur.nc. phy.ici.n, .nd ho.pi,.,, ».r. ....cti..,, gi..n ,h. 
k.y. to .undry m.ur.nc. t r ... u r I ., - i n c I ud i ng th. M.dlc.r. 
tr...ury-th.r. to .coop up »h.t...r fin.nci.l r.».rd 
cu.ton,.ry .nd r .. .on.b . . . ,.p,icit in thi, op.n-.nd.d .oci.t " 
con r.ct w., th. und. r . t.n d i ng th.t th... pro.id.r. .ouid ,on,.ho» 
t.K. c.r. Of th. n.tion-, unin.ur.d poor. Aft.r .il, ,h. co.t of 
.uch indig.nt c.r. couid .,w.,, p. f,,,, ,.oo..r.d fron, third- 
P.rty p.y.r. .nd p.,i„g p.ti.„t. through . proc, of "co.t 
.hiftlng." Although .uch ,...nt.d .t th. t 1.. ty th. con»:,.rci., 
In.ur.nc. Indu.try. "co.t .hi, ting" .ct.u.,,y ..r..d . ,,„ 
c.r »h.t would oth.rwi.. h... r....l.d if. if to th. world ., . 
n.t.on.l dl.gr.c, ,t K.pt u, in th. club of ci.ili^.d n.tion. 



...1th' l^^"rin^":'p^i:?i•:'^».;:,;-l;s.?";h^^r?:;^:^'^'•'' 
J^iih-isL-n^:-' "pi?: Ihr':::^ ;h:":::h;n°ir:r 
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Eventually, the ever escalating cost of thet open-ended 
social contract struck both government and the business community 
as prohibitive. Since about 1980. these payers have therefore 
sought to force the providers of health care into a game of 
financial musical chairs otherwise known as the "competitive 
market." The idea behind this arrangement is (hat doctors and 
hospitals Should fight for their economic survival by attracting 
patients through whatever means might do the trick, including 
price concessions. In e nation that p r e f e r s e r b 1 t r e t i on through 
market forces to government regulation, t he "compe t i I I v a approach 
to health policy obviously has a certain attraction. On the other 
hand, it should have bean clear to anyone with a basic grasp of 
economics that, under the rules of a price-competitive merket." 
the providers of health care would have little Incentive to sweep 
off the streets the human debris of e society subjecting these 
providers to a game of financial musical chairs. In such a 
market, the cost of indigent cere becomes e bother on. likes to 
transfer to competing providers through the practice not of "coat 
Shifting" but of "patient dumping." the prectice described In the 
previously cited pii.o .y Tha WO t Qw ,,t ....rn,., 

Under the old social contract the cost of .ndioent car, w.. 
tha hot potato passed from providers to paying patient. Under tha 
newly amarging contract, the bodle, of t he uninsured nnor 
-^ '^^"^^^'^^^ become the hot potatoes that are being dumped from 
provider to provider. Politician* ought not to feign surprise at 
this transformation, nor ought they to remind physicians of their 
Hippocratic Oath. Indeed, to blame doctors and hospitals for tha 
practice of 'patient dumping* all the while refusing to legislate 
tha means of paying for the care rendered to uninsured indigents 
strikes one as disingenuous.* 

'V. POLrcy opTitpKjR 

Americans have debated the issue of health insurance 
coverage ever since the end of world War II. only to demonstreta 
that, in this area at least, iha fabled Yankee ingenuity hes 
taken a long leave of absence. The nation now spends close to 11 
percent of its Gross National Product (qnP) on health cere, more 
than any other i ndus t r i a I i zad nation in the world. Yet in spite 
Of these anormous outlays, the nation has not so far succeeded in 
• ssuring all of its citizens easily affordable and dior^lf led 
•ccess to health care, where by "dignifiad" is meant the 
procurement of health care in a status other than that of a 
health-care beggar who receives health care in unpredictable 
'•»hion. as an act of P9bl?M? <tM ifift. on the part of »oma kindly 



* Some states, for 
ser ious ly ill patient u 
financing for such care, 
respect for such legisia 



a X amp I e . have made 
■ ^ga > yet have fail 
It makes a thought 
I 0 r s . 



I ha dump i ng of 

ad to provide public 

f u I person lose 



84 



As I hav6 argued at greatar length elsewhere*, the nation's 
manifest impotence in this area reflects an inability to agree on 
the ethical precepts that ought to govern the production and 
distribution of health care. We have not been able to decide 
whether health care Is Intrinsically a private cons ump t i on could 
whose financing should be the primary responsibility of the 
individual patient or whether it is intrinsically a social good, 
like elementary education, that should be collectively financed. 
We have not been eble to decide whether the receipt of medically 
feasible relief from acute pain should or should not be one of an 
American's basic rights. It does not appear to have been the 
right of Mrs. McCoy in W/oming. for example. Finally, we heve not 
been able to decide whether the enforcement of such rights as we 
may declare in heelth care should be a Federal or a stale and 
local mailer. Alternatively put. the question is whether a 
resident of. say. New Jersey should be at all concerned over what 
is or is not done for an Ame r i c a n infant in Florida, and vice 
versa, and similarly for other slates. Remarkably, this nation's 
answer to this question so far appears (o have been; " The heallh 
care of an Ame f i can infant in Florida is not really the New 
Jerseyan's business Cand vice versa). ■* The answer betrays a 
rather peculiar conception of nationhood. 

To be sure, for public consumption the nation's politicians 
have long allied themselves with the precepts of an egalitarian 
distribution of heallh care, as have the nation's business 
executives. The public at large* too. has flattered and soothed 
itself with the notion that ours is a one-tier heallh system 
making the best medical care in the world available to eM 
regardless of ability to pey. But these lofty protestations have 
not so far been eccompanted with adequate funds. In a sense, the 
nation's poor have been victimized by the very loftiness of our 
professed goals->as well* of course, by this sentimental nation's 
uncanny ability to confuse dreams with reality. 

The design of a viable health policy for our nation must be 
f i rml y based on 

a. a clear, unsentimental appreciation of this nation's 

social ethicsi and 

b. an equally unsentimental understanding of the way 

in which public policy is legislated and impl«mented. 

Let us examine these two facets in turn. 

From the vantage point of one who has been reared in the 
relatively egalitarian social ethics of two other nations, the so 
fiequenlly mouthed proposition that oui's ii an eoa I > tar i aa 
vociety appears almost ludicrous. While it t true that this 
nation, probdlily mo re than any other, does provide haa M h y and 
wo r t • t r a I ned individuals wide opportunities to seek economic 
advantage, il is :.inip]/ nut true that &uch latitude amounts to 



• uee u.E. Reinhardt. "Hard Choices tn Health Care: a Matter 
of ethics." in HEALTH gARC; HQw to ImorovB it and Pnv for It . 
Center for National Policy. Washington, D.C.. April, 1985. 




85 



"equal opportunity," certainly not for persons born into poverty 
and/or III tiealth. We do not have a one-tier judicial system, end 
we do not have a one-tier educational system*. Under the 
a dm issions Process. 

The two reetures make it unlikely that this nation will soon be 
able to imp I emen t an affordable, operable, universal national 
health insurance system of the sort now operating in Canada and 
throughout Europe. Indeed, it is not at all clear that such a 
system, if it could be introduced, would be in the nation's best 
interests, beceuse it would require a heavy regulatory 
superstructure thet might stifle our health sector's penchant for 
innovat ion--one of the truly admirable traits of thai sector. 

A more viable and potentially quite humane alternative mjght 
be somethinfl like the following: 

1. As a matter of principle, every American resident should 
be -LP?P covered by a Federal health insurance 

program that covers a defined Set of basic medical 



• Although the leaders of private schools and universities 
muUH* may protest that access to their institutions is based 
strictly on academic merit* no one working within these 
institutions could honestly deny that family wealth and lineage 
act as a partial substitute for academic competence in the 
circumstances, jt would be very surprising, indeed, if we truly 
aspired to a one>tier health system. Havinfl observed this 
nation's health policy at close range for the better part of two 
decades, t am persuaded that the best this nation's Poor can ever 
hope to attain in health care would be e two- Or multi-tier 
system in which the poor might be guaranteed unfettered access to 
critically ne&ded basic care, but in which there would be 
perceptible differences in at least the amenities accompanying 
that care, if not also in the clinical quality of that Care. To 
an objective observer with some international Qxperienca, that 
sort of tiering appears as inevitably American as the proverbial 
App ? e Pie. 

The second dimension to be considered in the design of a 
viable health policy is, as noted, the political process by which 
that policy would be implemented. For better or for worse, our 
system of governance is one in which political pow«r grows to a 
considerable degree out of the power of the purse. Given the wide 
coverage the media regularly give to the political power of 
moneyed interest groups, it is surely not impudent to suggest 
before this body that even the best intended health legislation 
has no chance or survival if it is not countenanced by the 
moneyed associations of health-care providers and -insurers who 
have always dominated and fashioned American health policy. To be 
viable at an, any policy designed to provide health insurenco 
coverage to the poor must put added fundi ir.to the pockets of 
these associations' members or. at least, it must net siphon 
money away from them. 

ft _ PgU"tipl|Y Viable Heal th-ln|^rff » ^y rroQram for |hy P^;r 
The task at hend, then, will be to faihion a health pol.cy 
that is attuned to those two particular features of our society: 
our menifest preference for ah i neo^l i tar ijin distribution of 
basic human services and the DOi\\\^i\ f^y^ T_oLj_n{tr_Sf.\ groygs 
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benefiU. Persons who elect this program-^and the 
bulk of Americans probably would nof-wouid not 
necessarily enjoy the freedom of choice granted to 
fellow Americans who elect and can afford private 
health insurance. Publicly financed patients would 
have to accept non-emergent care from their choice of 
limited number of competing Heilth Maintenance 
Organizations. Emergency care could, of course, tie 
sought from the nearest provider. ^ 



2. The program should be Ea^ffryi. on the notion that a 

Ji.'K' ^'"^ ^"'"^ •"^••^^ concerned 

over whet health services are given an American infant 
in 5ay. F or.da and vice versa, and similarly for 
adu is. Ultimate Federal responsibility for the program 
wou d not. of course, preclude active pa r t I c I pa t i on by 
stales and local governments in the operation of the 
program Cas has been found useful in most other nations 
as we I 1 ) . 

3. No health care provider In the United States would ever 
be asked to render "needed" health services to patients 
without a reasonable compensation. This compensation 
should be nego lated ex ante with national associations 
of the relevant providers, it need not be equal to these 
providers ^^^j^ customary charges, but should be hlJJ 
enough tha no provider would actually lose economically 
by having treated publicly covered patients. Although tje 
vinrf.rtying fee schedules ought to be national in 
.na-iu.e. there ou«ht also 'to be" ad j us tme n I s for 
ryjional variations m costs. 

P'^'fl'*'" financed on the basis 

of ab llty to pay. One approach might be to include 
•■hJ? Service Form 1040 a line labelled 

in^o - " ; ^-'^-E"*-' X% o* Adjusted Gross 

income. If the taxpayer attached to Form 1040 a copy 
of - private health insurance policy as flood or beMer 
than te public policy, then tSat tax pajer wo iS x- 
cused from paying the x% tax. 1 n s t ead . howe v c r that 

\i:VrV/.Tuit * m^ch ,::n;r'5%' 

11 Vti ; '""^'^^P'-c.tly earmarked to cover part of the 
cost of the public insurance program. 

?h^'M"?n!n' a-'""'''** eliminating one of 

he remaining tax-shelters in the American tax code: 

d w^'? ' '"'"'"'t* Cincluding employer- 

paid health insurance) from taxable income Economists 

"'"^^ occlusion is nol only Eco- 

nomically inefficient, but horizontally Inequitable as 

Clearly this program would be a national program, but it 

would not be the type of NMUn,, H.H tll._LiUUUJUL£i^ program 

operated by other nations and rejected by this country during the 

1970s, afler intensive debate, it would be a national health 

insurance program primarily for Ihd n»ti,.^t. , 

*' ''"^'""•'a'ionsiowereconomic 

strata, and only that program would be based on ability to Pay. 

The rest of society could continue to seek coverage in the 

traditional wa y . 

One of the program's political virtues would be that It 
would not constitute a major inroad into the business base of the 
private health insurance sector. The tax rate X could be so set 
as to preserve that industry's role in American health care. To 
assume ihat this powerful industry could be legislated out of 
eAistence would be unrealistic. 

A second virtue of the program would be that It would free 
the providers of health care from the increasingly vexing moral 
Obligation to render uncompensated care. It would put added fund, 
into their pockets. Given these providers' now tenacious defense 
Of tlie Medicare program which they once fought 50 tenaciously. 
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there reason to believe that they might have learned from the 
experience, and that they might now support a Federal health 
insurance program for the poor if it offered the prospect of 
add i t i ona I revenue. 

IndiQftnt Care en d the Federal pgf.rit 

It must be openly conceded that the proposed program would 
imply a added taxation, unless ore were willing to edd furlher to 
the nation's already indefensibly high Federal deficit. Three 
obseivations may ba registered on this point. 

First, the alternative to an explicit, earmarked health- 
insurance tax will ir.ev.tably be so.t.^ other lax. albeit one 
carefully disgu.ied in the hope that a (presumably! ignorant 
electorate will not perceive it as a tax or. if ^ ^oes. will not 
be able to assess it ultimate incidence. 

The hospi tal evenue pools now being legislated in some 
states represent hidden tax systems of this sort. They involve 
the government's coercive power to divert funds from Hospital A 
to Hospital 0. Cuch a diversion is a tax pure end simple. 

Even more dubious and economically destructive is r widely 
oroposed hidden tax going by the name "go v e r nmen t -ma nda t e d 
employer-paid health insurance." Surely the irr.pcrs i t i on of such a 
requirement i, a tax. because Citizen A is being forced to 
transfer funds to Citizen B. Worse still, the requirement would 
represent in effect a tax on employmsnt and en t r ep r e neu r s h i p . 
burdening in particular the small business firm and its potential 
employees-. firms that have been the chief source of new jobs in 
the last two decades. 

It is not difficult to understand our politicians' 
preference for such hidden taxes in the current political 
Climate. These gove rnmen t - coe r ce d transfers among private 
individuals achieve certain political ends without letting the 
transferred funds flowing through public budgets. The mechanism 
therefore allows politicians to raise .hidden) taxes, on ,he 
«hile pretending to be avid tax-cutters. Furthermore, tha device 
of hidden taxes relieves the legislators imposing them from any 
accountability ,or the forced transfers Chidden taxas). In short, 
such hidden taxes may be politically expedient, but their 
imposition does not strike one as an honorable form of governance 
nor. in fact, as an economically efficient one. 

A sacond observation on the nation's current opposition to 
tax increases is a reminder that ours is actually one of the 
least taxed nations in the Industrialized world, as is shown in 
Figure l overleaf and in the more detailed table on which that 
diagram is based. Before the decade is over this nation will ha-- 



discovered ,hat the only Politically acceptable way to bring the 
Federal budget into balance will be a substantial increase in 
taxes. Neither economic growth nor cuts in government spending 
will be able to carry the burden of that task by themselves. 



heait: :n;:r:r:s-:;7:;:r?: "c^^Ret::frr':^:;::r::r^ 

Employers be Required by Law to P r o v i d e B^ I i c * Hea M h ? 
Coverage^for their tTmploy d Oepe n de n t ? ! " 
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FIGURE I 

TAX REVENUES AS A PERCENT OF GDP 

COLLgCTlP BY AU. LES/PJ5 OF COVERNMgNT 
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SOURCE; Tax Foundaclon. Inc. 

23rd. edlclon, 1986: 



, FACTS AND FIGURES ON GOVERNMENT FINANCE 
Tabl« A33 , p. a36. 



The diagram indlcacea («) chac ch« United Scaces cax burden at a percencage 

Produce (GDP) U low by Incarnaclonal acandardi and (b) chac 
Chla burden did noc grow vary much acc all during che period 1970-82. concrarv 
to public balle'. 

The complete table A33 follows. 



A33. Tax R«v«mM« (n Relation to Qrou Domottlc Product in Selected CounUie*' 
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To underscore the futility of placing one's hopes on future 
cuts in spending, one merely need to cite this nation's current 
policy towards its agricultural sector. In its issue of June t7, 
1986. 'The Wal i Street ^oyrnp i observed 



In (heir usually acerbic editorials, the editors of the JOURNAL 
tend to blame such spending on the venality of members of 
Congress Csee the editorial dates August II, 1986. Attachment A 
hereto). Curiously, these sditors have Kindly overlooked a front- 
page story in August 13 issue of THE NEW YORK T IMCG CAtJachment B 
h<j..i;oj .11 Mritct) Oxii Pryitdent is depicled standing next to a 
four tee n -year old farmer and a cow. unabashedly claiming credit 
for having committed record amounts of Federal assistance to 
farmers, and reminding his audience that the t 26 billion spent 
on (he farm program this year was more than any previous 
Administration spent on the program during its tenure. CBy way of 
contrast, the Federal government spent only t21.9 billion on 
Med icaid in 1985.) 

If even this ostensibly budget-conscious President takes 
pride in spending billions of Federal dollars on a program that 
enriches already well-to-do farmers, (hat pays farmers for not 
growing food, that uses tax moneys to store billions of pounds of 
unwanted cheese and butter and millions of tons of unwanted grain 
in government warehouses, and that charges American taxpayers a 
levy of t15 per ton for every ton of grain sold at this subsidy 
to tha so-called "Evil Empire," the Soviet Union--all for the 
sake of a few votes in the farm bel.t. then surely it would be 
reckless to expect that the Federal deficit will effectively be 
reduced through future cuts in spending. 

Eventually, responsible legislators will vote for the only 
remedy that will close the Federal budget gap: an increase m 
taxes. With it. perhaps, they will find it in their heart to 
legislate also an earmarked hoa I t h- i n s ur an ce tax designed to 
alleviate lor good the plight of poor fellow Americans Cand their 
children) who cannot afford to pay directly or through health- 
insurance premiums for the marvelous services our health-care 
sector could, in principle, offer them. We shall then be able 
once more to hold our heads up high at international conferences 
on hea I th po i i cy . 



PAYING THE BILL 
NEW FARM BILL RAISES 
FEDERAL COSTS AND FAILS 
TO SOLVE BIG PROBLEMS 



It will shower Federal Money 
On Prosperous Farmers 
and Maintain Surpluses 
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TUT WAU. STREET JOURNAL MONDAY. AUGUST ll. 1986 

REVIEW & OUTLOOK 
How They Do It 



AH del) y^mi 



By now the general public Is proba- 
bly feiiln? the sense that Congress 
somehow isn't golnp lo deliver on Its 
promise to "cut the deficli." Nonethe- 
less, the ^neral drift out of the na- 
tion's capital In recent times seems lo 
have more or Jess conveyed the im- 
pression thai all the members are 
sweating on some arduous HobbiUike 
crusade to slay the deficit dragon. 

Fortunately the U.S. sUll nins an 
open government, and the recorded 
proceedings on the House floor July 31 
offer a telUng insight into Washing- 
ton's world of deficit politics. Ii may 
be tnie that a majority of the House 
voted once for Gramm-Rudman-Holl- 
ings, which most people associate 
with making the deficit go down. But 
it s also true that the House takes 
many votes on spending, and as we 
shall see the m^orlty more often 
votes to make spending go up. 

The measure under consideration 
was the important 1967 appropriations 
blir for three departments-Labor. 
Education, and Health and Human 
Services. Consideration of the bill 
opened with a description of it by 
Rep. wmiam Natcher (D.. Ky.). who 
nuu the subcommittee that sets 
spefldinf for these departmenu. We 
concede that arrays of doUar figures 
often numb the mind, but the foUow- 
Ing compendium should prop open the 
eyes of anyone who wonders how Con- 
gress can do so much public grunting 
over tbfl deficit and have so little pro- 
gress to show for IL 

First Mr. Natcher noted that the 
NU s total appropriation was $l03.no,- 
016,000, but that 75.5% of this was for 
"entlUemenf proptms," over which 
Congress traditionally has said it has 
no control. Mr. Natcher then noted, 
"Fbr discretionary programs, in 
which spending U controlled through 
the annual appropriations bill, the bill 
Includes 04,916.647,000 In fiscal year 
1987, an Increase of $4,118,231,000 over 
the President's budget and an In- 
crease of 0,276,493,000 over the 
amount available for fiscal year 
1986." 

Of the HHS appropriation. Mr. 
Natcher said, "The substantial In- 
creases Included in the bill reflect a 
number of priorities of the commit- 
tee.'' Then he listed them. There U 
funding for AIDS research and for the 
National Institutes of Health. Also: 
"The bill rej*ctt the Presideni's pro- 
posal to terminate a number of pro- 
frams. ... The committee believes 
tnese programs should continue to be 
funded by the Congress. The bill re- 
flects a decision to provide selected 
Increases lor high-prlorlty programs. 
. . .The bill reflects a commitment to 
fund entitlement programs." 

Mr. Natcher noted that the entitle- 
ments amount is 15,320,427.000 over 
the 1966 approprUtlon and added: 
"The President's re<juest for these ac- 



tivities was based on a series of legts' 
lalive and regulatory proposals not 
accepted by the Congress." 

The catalog continued. "The bill in- 
cludes 000,000,000 for the Work Incen- 
tives Program which the President's 
budget proposed to eliminate." The 
Education Department's appropria- 
tion Is $13,369:231,000, "an Increase of 
$1,458,132,000 over the President's 
budget request." There was more 
money for the Health Resources and 
Services AdministraUon, whose mis- 
sion "is exceptionally broad." And, 
"For programs authorized by the Cari 
D. Perkins Vocational Education Act, 
the bill Includes $906,433,000, an in- 
crease of $505,459,000 over the budget 
request" 

Finally, Rep. SUvlo Conle, the sub- 
committee's ranking Republican, 
rose: "I am delighted to Join with my 
good friend ... to bring this bill be- 
fore the House." Mr. Conte suggested 
their subcommittee's name be retltled 
"HELPS." He emphasized that. 
"Nearly 76% of this bill, or $78 billion. 
Is in mandatory spending over which 
our subcommittee exerts very little 
dlscretloD. We act as a conduit 
through whidi that mandatory spend- 
ing passes." He criticized "Gramm- 
Rudman-HoUings and its miserable 
acroa-the-board cut" and said "I be* 
lleve the Congress should exercise its 
Judgment on funding for individual 
programs, and that's what the sub- 
committee did." 

At length. Republican BUI Frenzel 
rose to point out that the committee 
had raised the bill's appropriation 
13.5% when inflation is under 37i. The 
discretionary part, be noted, is up 9%. 
Hcuse Bttoorlty Leader Bob Michel 
said, "It is ridiculous that when we 
are seeking to meet our responsibili- 
ties under Granfun-Rudman, we 
should have a bill . . . nearly four 
times the rate of Inflatloa." 

Mr. Michel proposed amending the 
bill to hold its dlscretlooaiy Increase 
to 3%. Then Bill Frenzel proposed 
freezing iu spendlnf at the 1966 level, 
A period of tlnve was then spent de- 
nouncing the Michel and Frenzel prt>- 
posals. Rep. George Miller (D., Cam.) 
called them "a wholesale attack on 
the American family." Finally the 
House voted. 

First the Frenzel amendment kst 
321 to 99. Then the Michel amendment 
went down. 2S3-164. And then the 
House approved all the spending in- 
creases a vote of 328 to 86. 
• • • 

As readers of this page know, we 
have editorialized for some time that 
Washington will never gain contrx>l 
over iu compulsion to spend until the 
president has a line-Item veto autbo^ 
ity over congressional appropriations. 
Would someone run by us (me more 
time why this is such a bad idea? 
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"Spendins for Health Care In 1985 Rose at Lowest Rate in 2 
Decades." reported the New York Times in a headline on July 30. 

The Amorjgsn Medical Mywy used literally the same headline 
in Jts <ssue of August 15, 1986. Both newpapers probably were 
irSy?^K^^ language in a press release Issued by the Department 
of Health and Human Services CDHHS) On July 29. 1986. Indeed the 
tone of these hea d I i n e s t ha t inflation. in health care has abated 
at long last-- echoes former DHHS Secretary Margaret Heckler's 
proclamation in July 1984 that the "Reagan Administration had 
broken the back of the health care inflation monster." 

Pr omi nen t membe r s of the busineSsc ommun i ty seem fully 
persuaded by these assertions. In a recent address to Houston's 
Forum Club, for ex amp I e , .K« r I D. Beys. Chairman of Baxter 
Travenol Labo r a I o r i e s , Inc.. stated that " I hea I t h-car a ] costs are 
coming under control" and that "q>«aMty" now emerge* as the major 
issue in health care.*jThe theme was struck by Robert A 

Schoe I I horn , Chairma:i of Abbott Laboratories. In a putxtished 
address given to the 28th Annyal ^'eeting of the Pharmaceutical 
Manufacturer s Association in April of 1986. U s i ng .| mage r y 
reminiscent of a Superman Vr Rambo. Mr. Schoellhorn told his 
audience that "Ronald Reagcn took the health care supertanker and 
turned it on a dime."^ 

Economics is known as the "dismal science." perhaps so 
because economists are In the habit of throwing cold water on 
persons given to sweet reveries. In the present instance, the 
rev«ries cited above reflect a human weakness economists diagnose 
as "mcney illusion." that is. a failure to adjust dollar 
denoninated time series property for inflation. Unfortunately, 
oncf that adjustment has been made the data since 1975 warrant 
thit following set of somber conclusions; 

o HEALTH-CARE EXPENDITURES EXPRESSED IN 

CONSTANT DOLLARS ROSE MORE RAPIDLY AFTER 1980 
THAN THEY DID IN THE LATER 1970s. 

o RELATIVE TO THE OVERALL CONSUMER PRICE INDEX. 
THE PRICES OF HEALTH SERVICES ROSE MUCH MORE 
RAPIDLY AFTER 1980 THAN THEY DID IN THE LATE 
1 970s . 

o IN SHORT. IF IT IS LEGITIMATE TO SPEAK OF AN 
AMERICAN "HEALTH-CARE COST CRISIS." THAT 
CRISIS HAS TAKEN ON MOMENTUM SINCE 1980 AND 
IT HAS BY NO MEANS BEEN LICKED. 



' Pocus on innovation; The Pharmaceutical Industry in iQft K 
published by the Pharmaceutical Manufacturers Association; p. 22. 
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